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MONTANA  LEGISLATIVE  AUDIT  COMMITTEE 
AND  OFFICE  OF  THE  LEGISLATIVE  AUDITOR 

The  Legislative  Audit  Committee  is  a  joint,  bipartisan 
standing  committee  of  the  Montana  Legislature.   The  commit- 
tee is  composed  of  eight  members  (listed  below)  appointed  by 
the  Senate  Committee  on  Committees  with  the  approval  of  the 
Senate  and  the  Speaker  of  the  House. 

The  committee  and  the  Office  of  the  Legislative  Auditor 
were  established  for  the  purpose  expressed  in  Section  79- 
2301,  R.C.M.  1947: 

"Because  the  legislative  assembly  is  responsible 
for  authorizing  the  expenditure  of  public  moneys, 
designating  the  sources  from  which  moneys  may  be 
collected,  shaping  the  administration  to  perform 
the  work  of  state  government,  and  is  held  finally 
accountable  for  fiscal  policy,  the  legislative 
assembly  should  also  be  responsible  for  the  audit 
of  fiscal  accounts  and  records  so  that  it  may  be 
assured  that  its  directives  have  been  faithfully 
carried  out.   It  is  the  intent  of  this  act  that 
each  agency  of  state  government  be  audited  for  the 
purpose  of  furnishing  the  legislative  assembly 
with  factual  information  vital  to  the  discharge  of 
its  legislative  duties." 

To  accomplish  the  foregoing  purpose,  the  Office  of  the 
Legislative  Auditor  is  empowered  by  law  to  conduct  audits  of 
state  agencies  to  ascertain,  among  other  things,  whether 
state  agencies  are: 

"...  carrying  out  only  those  activities  or  pro- 
grams authorized  by  the  legislative  assembly  and 
is  conducting  them  efficiently  and  effectively. " 
(Emphasis  supplied) 

The  law  also  authorizes  the  Office  of  the  Legislative 
Auditor  to  make  recommendations  for  improvement  of  state 
government  programs  and  operations .   Recommendations  for 
improvement  of  administrative  activities  are  addressed  to 
the  agencies  responsible  for  the  activities.   Recommenda- 
tions for  legislative  changes  are  left  to  the  discretion  of 
the  Legi s 1 ature . 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Herein  transmitted  is  our  program/performance  and 
compliance  audit  of  special  education  programs  in  the  school 
districts . 

The  purpose  and  scope  of  this  audit  are  explained  in 
Chapter  I  (page  1)  of  the  report. 

The  report  contains  major  recommendations  to  the  school 
districts  for  improvements  in  providing  special  education  to 
handicapped  children  and  compliance  with  limitations  on  use 
of  special  education  funds;  to  the  Department  of  Community 
Affairs  in  carrying  out  its  local  government  audit  respon- 
sibilities; to  the  Office  of  Public  Instruction  for  its 
supervisory  responsibilities;  and  a  change  in  the  system  of 
allocating  financial  support  to  the  school  districts. 

We  wish  to  express  our  appreciation  to  the  staff  of  the 
school  districts  and  the  Office  of  Public  Instruction  for 
their  cooperation  and  assistance. 

Sincerely, 


>^Vm»;  2  4H— ** 

Morris  L.  Brusett,  C.P.A, 
Legislative  Auditor 


TABLE  OF  CONTENTS 

Page 

Transmittal  Letter  i 

List  of  Illustrations  iv 

Summary  of  Recommendations  v 

Summary  S-l 

Chapter  I 

Introduction  1 

Organization  of  the  Report  1 

Objectives  of  the  Audit  2 

Scope  of  the  Audit  3 

Chapter  1 1 

Special  Education  in  the  School  Districts  4 

Special  Education  Paperwork  10 

Student  Evaluations  and  Child  Study 

Team  Records  15 

Preparation  of  Individualized  Education 

Programs  20 

Evaluation  of  Student  Progress  23 

Funding  Education  for  Yellowstone 

Boys  Ranch  24 

Examination  of  Special  Education 

Expenditures  31 

Separate  Accounting  for  Special  Education  32 

Shared  Equipment  Purchases  34 

Miscellaneous  Expenditures  36 

Erroneous  Calculation  of  Average 

Number  Belonging  39 

Support  of  Regular  Education  45 


li 


TABLE  OF  CONTENTS  (Continued) 


Page 


Chapter  III 

Financing  of  Special  Education  47 

Current  State  Support  of  Special 

Education  52 

School  District  Budgets  59 

Budget  Analysis  65 

Alternative  Financing  Systems  71 

Summary  76 

Chapter  IV 

Supervision  by  Office  of  Public  Instruction  80 

Definition  of  Learning  Disabled  and 

Emotionally  Disturbed  Handicaps  80 

Program  Monitoring  87 

Appendix  I  91 

Agency  Replies: 

Office  of  Public  Instruction  95 

Department  of  Community  Affairs  104 


in 


LIST  OF  ILLUSTRATIONS 

No .  Page 

2-1   Montana  Handicapped  Children  Served 

by  School  Districts  10 

2-2   School  District  No.  58  Yellowstone  Boys 

Ranch  Enrollment  and  Budgets  26 

3-1   Projected  Federal  Assistance  To  Montana 

Under  P.L.  94-142  51 

3-2   Distribution  of  Special  Education  Funds 

To  School  Districts  By  Fiscal  Year  54 

3-3   Montana  Elementary  School  District  Budget  55 

3-4   Montana  Foundation  and  Permissive  Support 

to  School  Districts  58 

3-5   Special  Education  Budgets, 

Fiscal  Year  1977-78  61 

3-6   Percent  of  States'  Participation 

Providing  Special  Education  Assistance 

to  Local  Education  Agencies  75 


IV 


SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report 
we  include  a  listing  of  all  recommendations.   The  recommenda- 
tions for  this  report  are  grouped  by  entity  responsible  for 
correction—a  final  group  of  recommendations  suggesting  leg- 
islative change  are  not  directed  to  any  particular  entity. 
Included  are  agency  replies  regarding  concurrence  or  noncon- 
currence  with  recommendations  when  available.   A  number  of 
recommendations  directed  to  school  districts  have  no  agency 
reply  because  it  was  not  feasible  to  obtain  school  district's 
responses.   The  full  replies  of  the  Office  of  Public  Instruc- 
tion and  the  Department  of  Community  Affairs  are  included  in 
a  separate  section  at  the  back  of  this  report. 
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Consolidate  special  education  forms  to  reduce 
the  amount  of  paperwork  while  retaining  es- 
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Office  of  Public  Instruction 

Clarify  the  rules  related  to  parental  consent 
and  delete  those  not  required  to  meet  fed- 
eral requirements.  15 

Agency  Reply:   Do  not  concur.   See  page  97. 
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Agency  Reply:   Concur.   See  page  98. 
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trict #58.  30 
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weighted  per  pupil  or  similar  system.  79 

Require  a  percentage  of  funding  participation 

by  local  school  districts.  79 
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Office  of  the  Legislative  Auditor 

SPECIAL  EDUCATION 
COMPLIANCE  WITH  LAWS  APPLICABLE  FOR  THIS  STATE 

SUMMARY 

This  report  is  a  result  of  our  program  audit  of  special 
education  in  the  various  Montana  school  districts.   The 
audit  of  special  education  was  directed  by  House  Joint 
Resolution  105  of  the  45th  Legislature. 

Chapter  I  (page  1)  introduces  the  report  by  explaining 
the  objectives  and  scope  of  our  audit  work.   The  audit 
focused  on  special  education  activities  of  the  Office  of 
Public  Instruction  and  32  representative  school  districts. 

Chapter  II  (page  4)  addresses  special  education  in  the 
school  districts,  providing  background  on  the  eligible 
handicaps,  the  children  served  in  Montana,  and  school  dis- 
trict procedures.   The  chapter  contains  comments  and  recom- 
mendations regarding  school  district  recordkeeping  (page  10 
and  15)   and  providing  special  education  to  handicapped 
children  (pages  20  and  23).   We  also  comment  on  the  unique 
funding  and  special  education  program  at  the  Yellowstone 
Boys  Ranch  (page  24).   This  chapter  of  the  report  includes 
comments  about  the  questionable  use  of  special  education 
funds  (pages  32,  34,  and  36)  and  the  erroneous  calculation 
of  ANB  related  to  both  regular  education  and  double  counting 
of  full-time  special  education  students  (page  39).   Finally, 

S-l 


the  possible  use  of  school  psychologists  for  regular  educa- 
tion students  is  discussed  (page  45). 

Chapter  III  presents  the  financing  of  special  education 
in  the  school  districts  (page  47).   Included  is  data  ex- 
plaining the  previous  system  used  by  the  state  to  assist 
local  districts  in  funding  special  education  programs  (page 
47),   the  present  system  (page  52),  several  alternative 
systems  used  by  other  states  (page  71),  and  the  projected 
federal  assistance  available  to  Montana  under  Public  Law 
94-142  (page  51).   The  chapter  points  out  that  legislative 
fiscal  control  existent  for  regular  education  is  not  present 
for  the  system  of  financing  special  education  (page  53)  and 
can  cause  circumstances  which  require  statewide  property  tax 
deficiency  levies  (page  57).   Further,  the  present  allowable 
costs  included  in  the  state  financial  support  permits  sup- 
planting of  regular  education  costs  (page  59).   Because  of 
limited  staffing,  a  short  timeframe  for  approving  budgets 
and  ultimate  education  responsibility  lying  with  the  school 
districts,  the  OPI  budget  analysis  has  not  been,  nor  can  it 
be,  very  effective  (page  65).   Although  Montana  supports 
special  education  by  financing  100  percent  of  school  dis- 
trict costs,  most  states  require  the  local  districts  to 
participate  in  at  least  part  of  the  costs  (page  75).   The 
chapter  contains  a  recommendation  that  legislation  be  en- 
acted which  would  substantially  reduce  the  need  for  Office 
of  Public  Instruction  budget  analysis  by:   (1)  changing  the 
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system  used  for  allocating  financial  support.  Lo  the  school 
districts;  and  (2)  requiring  school  districts  to  participate 
in  the  cost  of  special  education  (page  79). 

Chapter  IV  discusses  responsibilities  of  the  Superin- 
tendent of  Public  Instruction  (page  80)  and  presents  recom- 
mendations regarding  these  duties.   Definitions  of  learning 
disabled  and  emotionally  disturbed  handicaps  are  ambiguous 
and  have  resulted  in  inconsistent  placements  between  school 
districts  (page  80).   Further,  program  monitoring  required 
for  continuing  eligibility  for  federal  assistance  and  pro- 
viding technical  guidance  to  school  districts  has  not  been 
done  recently  (page  87). 
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Chapter  I 
INTRODUCTION 

This  report  is  a  result  of  our  program  audit  of  special 
education  in  the  various  Montana  school  districts.  Special 
education  is  primarily  administered  by  school  districts 
under  guidelines  of  the  Office  of  Public  Instruction  (OPI). 
We  performed  the  audit  of  special  education  in  the  school 
districts  as  directed  by  House  Joint  Resolution  105,  of  the 
Forty-Fifth  legislature,  which  directed  the  Office  of  the 
Legislative  Auditor  to  conduct  an  annual  audit  of  selected 
special  education  programs  in  the  school  districts  through- 
out Montana. 
ORGANIZATION  OF  THE  REPORT 

This  report  contains  four  chapters.  Chapter  I  presents 
an  introduction  to  the  report  and  summarizes  the  scope  and 
general  direction  of  the  audit  and  the  audit  report.  Chap- 
ter II  presents  a  detailed  commentary  on  school  district 
special  education  programs  and  various  questionable  expendi- 
tures from  funds  designated  for  support  of  special  education 
programs.  The  chapter  contains  recommendations  to  the 
school  districts  for  correction  of  selected  aspects  of  their 
programs.  Chapter  III  is  a  discussion  of  the  financing  of 
special  education  programs.  It  explains  the  previous  method 
of  financing  special  education  in  Montana,  the  present 
method  and  several  alternative  methods  used  in  other  states. 
Further,  the  chapter  discusses  the  projected  federal  support 
of  the  state  programs  and  the  OPI  budget  analysis.   There 


are  also  recommendations  to  change  the  state  financing 
method  to  resolve  some  of  the  problems  observed.  Chapter  IV 
presents  certain  responsibilities  of  the  Office  of  Public 
Instruction.  The  chapter  contains  recommendations  for 
strengthening  special  education  programs  in  Montana. 

Finally  the  substance  of  this  report  was  discussed  with 
officials  of  interested  school  districts,  members  of  the 
Montana  Special  Education  Advisory  Council,  officials  of  the 
OPI,  and  the  Department  of  Community  Affairs  and  other 
interested  parties.  Their  views,  comments  and  suggestions 
were  considered  in  the  formulation  of  this  report.  The 
formal  responses  of  the  OPI  and  DCA  are  included  separately 
at  the  back  of  the  report. 
OBJECTIVES  OF  THE  AUDIT 

The  objectives  of  the  audit  were:  (1)  to  determine 
whether  the  state  and  individual  school  districts  had  de- 
veloped a  special  education  plan  for  accomplishing  the 
purposes  of  both  state  and  federal  law;  (2)  to  determine 
whether  the  delivery  of  special  education  in  Montana  was 
reaching  those  students  who  required  the  service  and  whether 
that  delivery  was  efficient;  (3)  to  determine  whether  the 
OPI  was  providing  appropriate  guidance  to  the  school  dis- 
tricts regarding  delivery  of  service  to  the  students;  and 
(4)  to  determine  whether  state  monies  earmarked  for  special 
education  purposes  were  being  spent  solely  for  special 
education  needs. 


SCOPE  OF  THE  AUDIT 

The  audit  focused  on  special  education  activities  of 
the  Office  of  Public  Instruction  and  32  representative 
school  districts  which  we  visited  across  the  state  of  Mon- 
tana. We  examined  numerous  student  files  to  determine  that 
the  students  served  through  special  education  funding  were 
in  fact  eligible  and  that  the  service  extended  was  docu- 
mented in  relationship  to  the  student's  needs.  We  also 
evaluated  the  budget  procedure  utilized  by  the  OPI  to  de- 
liver money  to  school  districts  in  support  of  special  educa- 
tion programs  and  examined  various  accounting  systems  and 
records  in  the  school  districts  to  determine  that  funds  were 
properly  spent  for  special  education  purposes.  We  also  took 
steps  to  determine  that  handicapped  children  were  not  ex- 
cluded from  special  education.  An  overall  consideration  in 
our  evaluation  was  adherance  to  guidelines  contained  in  the 
OPI  rules  and  regulations  for  special  education  and  the 
United  States  Department  of  Health,  Education  and  Welfare 
regulations.  Since  a  major  portion  of  the  handicapped 
children  served  through  special  education  require  psycho- 
logical evaluations  we  contracted  with  a  psychologist  from 
the  University  of  Montana  to  evaluate  these  services  and 
make  recommendations  for  observed  deficiencies.  Although 
the  consultant's  report  has  not  been  fully  included  in  our 
audit  report,  many  of  the  findings  and  conclusions  disclosed 
by  the  psychologist  are  incorporated.  Copies  of  that  report 
are  available  upon  request. 


Chapter  II 
SPECIAL  EDUCATION  IN  THE  SCHOOL  DISTRICTS 

Special  education  means  specially  designed  instruction, 
available  at  no  cost  to  the  parents  or  guardian,  to  meet 
unique  needs  of  handicapped  children.   The  instruction  is 
not  limited  to  classrooms  but  may  include  physical  educa- 
tion, home  instruction,   instruction  in  hospitals  and  insti- 
tutions,  speech  pathology,   audiology,  occupational  therapy, 
and  physical  therapy.   Currently,  the  law  (Section  75-7801, 
R.C.M.  1947),  defines  a  handicapped  child  as  being  one  who 
was  evaluated  as  mentally  retarded,  hard  of  hearing,  deaf, 
speech  impaired,   visually  impaired,   emotionally  disturbed, 
orthopedically  impaired,  other  health  impaired,  or  having  a 
specific  learning  disability.   A  qualifier  is  that  because 
of  these  handicaps  the  child  needs  special  education  and 
related  services.   The  OPI  believes  that  all  of  the  570 
Montana  school  districts  provide  special  education  services 
in  some  form  to  handicapped  children. 

The  exact  beginning  of  special  education  in  Montana  is 
difficult  to  establish.  The  OPI  had  consulting  staff  for 
assisting  school  districts  in  special  education  available  in 
1962.  During  the  1971  legislative  session,  Chapter  78  of 
Title  75,  R.C.M.  1947,  was  enacted  formally  initiating  spe- 
cial education  in  the  school  districts.  The  program  in  the 
school  districts  was  to  be  supervised  and  coordinated  by  the 
Superintendent  of  Public  Instruction  and  was  partially 


mandatory  and  partially  discretionary.  Mandatory  require- 
ments existed  for  school  districts  that  had  ten  or  more 
educable  mentally  retarded  children  or  ten  or  more  physi- 
cally handicapped  children.  A  physically  handicapped  child 
included  those  with  such  disabilities  as  cardiac  impairment, 
cerebral  palsy,  chronic  health  problems  or  inadequate  speech, 
hearing,  or  vision.  All  other  special  education  for  handi- 
capped children  at  that  time  was  discretionary  for  the 
district.  However,  the  law  contained  provisions  for  re- 
quiring classes  where  smaller  numbers  were  present—the 
parents,  of  four  or  more  children  needing  special  education 
in  the  educable  mentally  retarded  or  physically  handicapped 
classifications,  could  petition  for  the  establishment  of 
special  education  classes. 

Special  education  in  Montana  has  evolved  from  a  volun- 
tary offering  of  services  to  handicapped  children  to  a 
mandatory  requirement  that  services  be  provided.  In  the 
process  of  this  evolution,  the  number  of  eligible  handicaps 
has  also  increased  substantially.  While  Montana  statutes 
establishing  special  education  requirements  preceded  federal 
requirements,  much  of  the  proliferation  in  identification  of 
handicaps  came  about  through  passage  of  Public  Law  94-142. 
The  federal  law  required  special  education  programs  be  made 
available  to  handicapped  children  and  offered  a  degree  of 
federal  support  for  those  states  which  complied  with  the 
mandatory  provisions  of  the  law.  Along  with  the  federal 
statute,  there  were  extensive  federal  rules  and  regulations 


developed  to  govern  the  administration  of  special  education 
in  the  individual  school  districts.  Generally,  compliance 
with  federal  requirements  begins  with  the  submission  of  a 
state  plan  detailing  the  steps  that  the  state  will  take  to 
meet  the  requirements  of  the  law.  For  special  education, 
OPI  has  greater  control  and  responsibility  than  the  regular 
education  programs . 

The  federal  rules  and  regulations  require  procedures 
for  the  identification,  location,  and  evaluation  of  handi- 
capped children.  Additional  requirements  relate  to  assur- 
ance that  all  information  regarding  the  evaluation  and  names 
of  handicapped  children  is  maintained  in  a  confidential 
manner,  and  that  an  individualized  education  program  be 
developed  for  each  student.  The  state  must  also  provide 
assurance  that  due  process  is  permitted  to  the  handicapped 
student  and  the  parents  of  the  student.  Basically,  what 
this  means  is  that  a  parent  may  contest  the  evaluation 
procedures,  the  placement,  or  the  educational  program  if  the 
parent  has  reason  to  believe  that  it  is  inappropriate.  It 
also  provides  for  establishing  a  procedure  for  notifying  the 
parent  of  the  intention  to  evaluate.  Although  the  federal 
statute  merely  established  a  requirement  for  notifying  the 
parent  of  an  intention  to  evaluate  a  student,  the  rules  and 
regulations  have  gone  somewhat  further  by  requiring  parental 
approval  and  sign-offs  for  the  evaluation  process  and  the 
actual  placement  of  the  student  into  a  particular  educa- 
tional program.   The  federal  rules  and  regulations  places  a 


specific  responsibility  with  the  Superintendent  of  Public 
Instruction  to  assure  that  the  local  districts  are  carrying 
out  the  special  education  requirements  and  that  the  Super- 
intendent of  Public  Instruction  will  establish  a  monitoring 
program  to  evaluate  the  activities  of  the  districts.  Guide- 
lines have  been  promulgated  by  the  OPI  to  assist  the  school 
districts  in  providing  for  the  needs  of  handicapped  chil- 
dren. The  basic  responsibility  for  providing  educational 
services  to  handicapped  children  rests  with  the  school 
districts . 

The  number  of  school  districts  providing  special  educa- 
tion to  handicapped  children  has  been  gradually  increasing. 
The  school  districts  which  receive  budget  authority  for 
spending  special  education  funds  have  increased  from  240  in 
school  year  1977  to  255  in  school  year  1977-78.  In  addi- 
tion, there  are  a  number  of  school  districts  that  were 
served  directly  by  state  employees  during  school  year  1976- 
77  through  the  regional  service  centers.  During  that  year, 
the  Office  of  Public  Instruction  met  the  needs  of  small 
school  districts  through  11  regional  service  centers  scat- 
tered throughout  the  state.  However,  the  biennal  appro- 
priation for  the  regional  service  centers  for  school  years 
1977-78  and  1978-79  contained  restrictive  langauge.  This 
language  precluded  OPI  from  paying  any  state  employees  from 
this  appropriation,  and  suggested  that  the  service  be  pro- 
vided under  contract  with  local  school  districts.   Thus,  the 


11  regional  service  centers  in  the  current  school  year  are 
funded  through  contracts  with  various  school  districts. 

Included  in  the  255  school  districts  with  direct  budget 
authority  are  a  number  of  small  co-ops  that  have  been  estab- 
lished to  service  multiple  districts.  The  cooperatives 
function  much  in  the  same  fashion  as  the  regional  service 
centers.  For  example,  small  districts  do  not  have  a  suffi- 
cient student  workload  to  justify  the  employment  of  a  full- 
time  school  psychologist.  OPI  rules  and  regulations  require 
that  there  be  1,500  students  served  by  a  school  psycholo- 
gist. A  similar  limitation  exists  regarding  speech  thera- 
pists, where  a  standard  of  1,000  students  must  be  served  by 
a  full-time  speech  therapist.  A  special  education  teacher 
can  also  be  provided  in  this  manner  to  multiple  districts 
where  there  is  an  insufficient  workload  to  justify  the 
full-time  employment  of  a  teacher. 

When  we  began  our  review  of  special  education  in  the 
school  districts,  the  Office  of  Public  Instruction  special 
education  officials  advised  that  they  were  aware  of  only  one 
school  district  which  had  not  established  a  special  educa- 
tion program  for  its  students.  Upon  discussing  the  matter 
with  the  superintendent  of  that  particular  school  district 
he  stated  that  his  primary  concern  in  not  starting  a  special 
education  program  was  that  he  would  be  required  to  open  his 
district  and  school  to  handicapped  students  residing  in  a 
nearby  state  institution.  As  an  alternative  to  this,  the 
superintendent  began  a  special  education  program  with  local 
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school  district  funds.  The  Office  of  Public  Instruction  did 
not  agree  with  this  approach  and  requested  an  attorney 
general's  opinion  as  to  the  legality  of  the  school  district 
initiating  its  own  special  education  program.  At  the  same 
time  a  request  was  made  to  clarify  the  need  for  opening  the 
local  school  to  the  institution  population.  In  37  Opinions 
of  the  Attorney  General  #98,  the  Attorney  General  held  that 
a  school  district  may  not  establish  a  special  education 
program  wholely  independent  of  state  funding.  A  special 
education  program  is  not  required  to  serve  children  in  a 
state  institution  or  to  serve  residents  of  group  homes 
within  the  district  at  that  district's  expense.  The  dis- 
trict may  provide  the  services  cooperatively  by  contract. 
Since  that  opinion,  the  school  district  now  is  operating  a 
special  education  program  funded  through  the  state  system. 

The  Office  of  Public  Instruction  believes  that  all 
school  districts  are  providing  special  education  services 
either  directly  or  through  the  cooperatives  and  regional 
centers.  However,  the  Office  of  Public  Instruction  does  not 
have  specific  data  showing  which  school  districts  provide 
special  education  and  which  ones  do  not. 

We  were  advised  that  an  existing  report  has  been  re- 
vised to  show  this  data  for  the  next  school  year.  It  would 
appear  that  such  data  is  necessary  to  demonstrate  that  all 
eligible  handicapped  children  are  enrolled  in  special  educa- 
tion programs,  and  thus  satisfy  requirements  for  continued 
federal  assistance.   This  is  especially  essential  since  the 


11  regional  service  centers  will  be  terminated  at  the  end  of 
the  1977-7  9  biennium. 

The  February  1,  1978  count  of  handicapped  children 
being  served  for  their  special  needs  in  all  Montana  school 
districts  was  as  follows: 


Montana  Handicapped  Children 
Served  by  School  Districts 

February  1, 
Handicap 

1978 

Number 

Hard  of  Hearing 

146 

Deaf 

17 

Mentally  Retarded 

2,146 

Other  Health  Impaired 

191 

Orthopedically  Impaired 

148 

Speech  Impaired 

3.938 

Visually  Impaired 

40 

Learning  Disabled 

4,397 

Emotionally  Disturbed 

442 

Total 

11,465 

Source:    Compiled  by  the  Office  of  the  Legislative  Auditor  from  data  provided  by  the 
Office  of  Public  Instruction. 

Illustration  2  1 

Special  Education  PaperwoiK 

One  of  the  first  observations  made  upon  beginning  our 
review  of  special  education  in  the  school  districts  was  the 
large  amount  of  paperwork  required.  The  paperwork  for  a 
child  placed  in  a  special  education  program  is  significantly 
greater  than  for  a  child  in  regular  education.  This  concern 
was  expressed  by  many  teachers  to  our  auditors.  In  addi- 
tion, our  consulting  psychologist  commented  that  the  records 
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contained  excessive  irrelevant  material  and  was  lacking  in 
relevant  material.  Most  of  the  paperwork  results  specif- 
ically from  state  and  federal  rules  and  regulations  govern- 
ing the  processes  of  providing  special  education.  While 
some  of  the  excess  paperwork  is  generated  for  due  process 
rights  and  protection  of  the  student  and  parent,  much  is 
reguired  due  to  the  fact  that  the  students  are  handicapped. 

The  process  has  been  designed  to  comprehensively  eval- 
uate and  meet  special  needs  of  handicapped  children.  It  is 
similar  to  that  which  has  proven  to  be  effective  in  state 
institutions  for  handicapped  children.  Much  of  the  paper- 
work is  intended  to  be  a  tool  with  which  to  better  serve 
these  children,  i.e.  evaluations  are  necessary  to  identify 
what  the  child's  needs  are  and  what  individualized  education 
programs  are  necessary  to  specifically  address  each  one  of 
those  needs.  While  we  believe  that  some  of  the  procedures 
may  be  unnecessary  and  should  be  eliminated,  we  support  and 
encourage  the  use  of  paperwork  addressing  the  special  needs-- 
this  is  discussed  extensively  in  subsequent  sections  of  this 
chapter. 

In  reviewing  the  various  forms  that  each  school  dis- 
trict was  using  to  document  special  education  needs  and 
obtaining  parental  approval,  we  observed  that  there  were 
substantial  variations  between  school  districts.  Some 
school  districts  were  using  as  many  as  23  different  forms 
while  others  were  using  as  few  as  9  forms.  We  noticed 
instances  where  some  of  the  forms  had  been  consolidated  in 
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some  districts,  and  in  other  districts  certain  procedures  or 
forms  were  not  being  utilized. 

One  of  the  burdensome  requirements  of  the  Montana 
special  education  program  relates  to  repeatedly  obtaining 
parental  consent  for  decisions  concerning  handicapped  chil- 
dren. The  specific  governing  requirements  are  contained  in 
the  rules  issued  by  the  Office  of  Public  Instruction. 
Special  Education  Rules  and  Regulations  (A.R.M.,  Chapter  18, 
Title  48)  were  generally  designed  to  meet  the  requirements 
imposed  by  the  U.S.  Department  of  Health,  Education  and 
Welfare.  The  federal  requirements  stem  from  Public  Law 
94-142.  The  federal  statute  provides  specific  procedures  to 
protect  the  student  and  parents  but  requires  only  that 
notification  of  intent  to  evaluate  and  notification  of 
intent  to  place  into  a  special  education  program  be  given  to 
parents.  Notification  to  the  parents  of  the  right  to  con- 
test an  evaluation  or  placement  is  also  required. 

In  implementing  Public  Law  94-142,  the  Department  of 
Health,  Education  and  Welfare  promulgated  rules  and  regu- 
lations expanding  the  notification  requirement.  This  ex- 
pansion specifically  requires  written  parental  approval  for 
pre-placement  evaluation  and  the  initial  placement  of  the 
handicapped  child. 

The  OP I  rules  and  regulations  have  further  expanded  the 
requirement  for  written  parental  consent.   In  addition  to 
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consent  for  pre-placement  and  evaluations  and  initial  place- 
ments, the  OPI  requires  parental  consent  for  the  individual- 
ized education  program  (48-2 . 18(18 )-S18310 ) ;  annually  for 
continuation  in  the  special  education  program  (48-2.18(18)- 
S18310);  for  reevaluation  (48-2 . 18 ( 14 )-S18110(4 ) ;  and  for 
changes  in  the  educational  status  (48-2 . 18(14 )-S18120  )  . 

For  this  latter  educational  status  requirement,  most 
school  districts  interpret  this  as  requiring  parental  sign- 
offs  for  changes  to  the  individualized  education  program. 
While  reviewing  student  files,  we  became  aware  that  parental 
consent  was  obtained  each  time  a  change  in  the  individual- 
ized education  program  was  affected.  In  discussing  this 
with  various  school  teachers  and  special  education  adminis- 
trators, we  found  a  differing  opinion  as  to  the  desirability 
of  continuing  the  requirement  for  written  parental  consent. 
Some  desire  to  continue  the  procedure  because  of  the  ever 
present  danger  or  threat  of  law  suits.  Other  school  teach- 
ers and  administrators  with  whom  we  spoke  wanted  the  require- 
ment for  written  parental  consent  at  frequent  intervals 
discontinued.  In  some  instances  we  were  advised  that  the 
parents  themselves  are  displeased  with  the  requirement  that 
they  have  to  repeatedly  return  to  school  to  sign  these 
consents . 

In  examining  student  files,  it  became  apparent  that  on 
numerous  occasions  there  were  significant  delays  incurred  in 
implementing  new  programs  for  students  because  of  the  lack 
of  parental  consents.   Teachers  commented  that  in  a  number 
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of  instances  consent  is  difficult  to  obtain,  simply  because 
of  a  lack  of  interest  by  the  parent. 

Part  of  the  reason  for  requiring  parental  consent  of 
the  individual  education  programs  is  to  obtain  parent  in- 
volvement. However,  we  were  advised  that  generally  parents 
want  their  children  to  receive  the  additional  assistance  but 
seldom  contribute  substantially  to  the  child's  education 
program.  Further,  it  is  seldom  that  the  parents  do  not 
agree  with  the  evaluation  and  placement  of  the  handicapped 
students.  It  seems  obvious  that  the  requirement  for  repeti- 
tive parental  consent  has  been  designed  to  satisfy  a  very 
small  percentage  of  parents  who  may  wish  to  object  to  the 
program  and  placement  of  their  child  into  special  education. 
It  seems  inconsistent  that  on  one  hand  laws  (Public  Law 
94-142  and  section  75-7805,  R.C.M.  1947)  place  an  absolute 
requirement  that  special  education  be  provided  to  handi- 
capped children,  and  on  the  other  hand,  continued  permission 
to  provide  that  service  must  be  obtained. 

The  paperwork  process  for  special  education  should  be 
reduced  to  a  minimum.  The  school  districts  should  evaluate 
their  procedures  in  relation  to  the  requirements  of  the  OPI 
rules  and  regulations,  and  consolidate  special  education 
forms  whenever  possible.  The  OPI  should  clarify  its  rules 
and  regulations  relating  to  parental  consent  and  delete 
those  not  required  to  meet  federal  requirements. 
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RECOMMENDATION 
We  recommend  that  the: 

1.  School  districts  consolidate  special  education  forms  to 
reduce  the  amount  of  paperwork  while  retaining  essential 
information . 

2.  Office  of  Public  Instruction  clarify  the  rules  related  to 
parental  consent  and  delete  those  not  required  to  meet 
federal  requirements. 

Student  Evaluations  And  Child  Study  Team  Records 

Many  of  the  records  which  we  reviewed,  regarding  the 
evaluation  of  students  and  the  child  study  team  determina- 
tion of  needs  and  placement,  were  not  sufficient  to  show  the 
reason  for  placement. 

In  most  instances,  the  referral  form  which  initiated 
the  evaluation  for  special  education  contained  very  brief 
explanations--  sometimes  one  or  two  words--of  the  reason  for 
the  suspected  need  for  special  education.  On  other  occa- 
sions there  were  no  referral  forms  to  explain  why  the  reg- 
ular education  teacher  believed  a  student  should  be  provided 
special  services.  Most  often  the  evaluation  consisted  of 
either  a  psychological  report  discussing  the  results  of 
psychological  testing  or  statistical  data  regarding  achieve- 
ment tests.  Seldom  did  the  records  contain  a  discussion  of 
the  child's  performance  in  the  classroom. 

We  also  observed  many  instances  where  the  actual  hand- 
icapping condition  was  not  specifically  identified  by  the 
child  study  team.   This  could  have  been  a  result  of  the 
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desire  by  many  of  the  special  education  teachers  to  not 
"label"  the  child  with  a  handicap.  There  was  a  prevalent 
attitude  among  most  of  the  teachers  and  school  psychol- 
ogists, that  because  the  labeling  process  did  not  contribute 
to  the  child's  education,  it  may  serve  to  the  detriment  of 
the  child  and  should  be  avoided.  This  appears  unnecessary 
considering  that  these  records  must  be  maintained  in  strict- 
est confidence.  They  are  not  available  for  the  general 
public  to  observe.  The  OPI  rules  and  regulations  require  a 
comprehensive  evaluation  to  determine  the  child's  need  for 
special  education.  However,  in  many  instances  when  we 
questioned  the  eligibility  of  a  student  based  on  the  avail- 
able records,  there  was  additional  information  used  which 
was  not  in  the  files. 

An  official  of  one  of  the  school  districts  suggested 
that  it  was  not  necessarily  a  question  of  making  compre- 
hensive evaluations,  but  rather,  a  question  of  having  some- 
one record  the  data  which  a  child  study  team  considers. 
This  official  suggested  that  each  person  who  attends  the 
child  study  team  meeting  should  bring  a  prepared  statement 
that  would  be  inserted  or  retained  in  the  records  for  that 
particular  child.  Such  a  record  would  prove  valuable  to  the 
child  study  team  and  the  child's  subsequent  special  educa- 
tion instructor. 

In  evaluating  the  records  maintained  for  most  students, 
it  appears  that  the  special  education  staff  maintained  only 
minimal  records  to  assure  compliance  with  the  Office  of 
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Public  Instruction  special  education  rules  and  regulations. 
Rules  and  regulations  specify  certain  persons  who  shall  be 
part  of  the  student's  child  study  team  in  making  the  deter- 
mination of  needs  and  for  placement  into  a  special  education 
program.  The  reason  for  inclusion  of  these  personnel  on  the 
child  study  team  stems  from  a  requirement  of  the  Department 
of  Health,  Education  and  Welfare  rules  and  regulations  and 
also  because  a  comprehensive  evaluation  of  the  students 
needs  has  a  much  greater  potential  for  assisting  in  meeting 
those  needs.  The  more  data  that  is  recorded  in  the  files 
regarding  those  needs,  the  more  likely  it  is  that  the  person 
teaching  the  child  can  benefit  the  child.  The  entire  pro- 
gram for  assisting  these  children  is  designed  as  a  treatment 
of  the  handicapped  and  hopefully  if  all  the  tools  which  are 
available  to  the  instructor  are  used,  there  is  a  greater 
likelihood  of  benefit  to  the  child. 

We  noticed  some  districts  where  an  intelligance  test 
was  administered  for  evaluation  of  the  student,  but  a  writ- 
ten report  summarizing  these  results  was  not  made.  The 
files  contained  only  a  few  notes  as  to  the  result  of  the 
intelligence  test.  We  noticed  other  instances  where  stu- 
dents were  placed  in  the  special  education  program  as  learn- 
ing disabled,  but  there  had  been  no  psychological  evalua- 
tion. The  Office  of  Public  Instruction's  special  education 
rules  and  regulations  (48-2 . 18( 14 )-Sl8170b  )  require  a  compre- 
hensive evaluation  at  least  every  three  years.   We  observed 
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numerous  instances  where  an  updating  of  the  pyschological 
evaluation  was  not  done. 

Another  aspect  of  the  student  evaluation  for  placement 
into  a  special  education  program  are  social-cultural  eval- 
uations of  the  student.  Specifically,  the  federal  regula- 
tions and  the  OP  I  rules  and  regulations  provide  that  a 
student  should  be  excluded  from  placement  into  special 
education  if  his  inability  to  function  relates  to  his  envi- 
ronment. It  would  appear  likely  that  the  student's  home 
environment  would  contribute  substantially  toward  his  at- 
titude towards  learning  in  academic  areas  and  that  such  an 
environment  does  not  relate  to  a  specific  learning  dis- 
ability. While  this  is  an  exclusion  factor  that  could  lead 
to  not  serving  some  students,  it  is  one  that  seems  to  be 
required  by  applicable  rules  and  regulations. 

During  our  review  of  student  files,  there  was  no  evi- 
dence that  the  environment  of  the  student  was  considered  in 
evaluating  for  a  learning  disabled  handicap.  We  spoke  to 
one  school  psychologist  who  had  observed  a  student  from  a 
minority  culture  and  his  evaluation  of  that  student  sug- 
gested that  his  test  procedures  were  not  reflective  of  the 
student's  abilities.  In  that  instance,  he  refused  to  de- 
clare the  student  eligible  because  he  believed  that  the 
student's  home  environment  contributed  to  the  low  academic 
performance.  In  another  school  district,  when  questioned 
about  the  matter  the  school  psychologist  advised  that  they 
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assumed  that  since  a  student  did  not  perform  in  his  home 
environment,  that  culture  was  not  the  contributing  factor. 

As  noted  previously,  it  is  extremely  rare  that  the 
student's  environment  or  culture  was  evaluated  and  con- 
sidered in  the  placement  for  special  education  services. 
Both  OPI  and  school  district  officials  commented  that  envi- 
ronmental influences  are  very  hard  to  determine,  that  there 
would  be  a  significant  cost  in  obtaining  the  data,  and  that 
it  is  questionable  whether  a  student  could  be  denied  special 
services  if  the  home  environment  caused  the  inability  to 
function.  If  the  data  is  not  useful  in  making  determina- 
tions, the  OPI  should  seek  clarification  of  the  matter  from 
the  U.S.  Department  of  Health,  Education,  and  Welfare  to 
protect  future  funding. 

The  consulting  psychologist  we  employed  also  commented 
that  many  child  study  team  reports  did  not  list  the  handicap 
or  contain  a  description  of  how  the  child  qualifies  for  the 
handicapping  condition.  Not  only  is  the  data  essential  for 
identifying  eligibility  for  placement  and  need  but  failure 
to  properly  document  the  placement  could  result  in  loss  of 
funding  to  the  state.  Federal  rules  and  regulations  provide 
that  improper  placements  require  the  state  to  obtain  a 
refund  and  return  money  used  for  those  students  to  the 
federal  government. 
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RECOMMENDATION 
We  recommend  that: 

1.  School  districts  develop  in-service  training  for  special 
education  personnel  to  assist  in  providing  more  complete 
student  evaluation  and  child  study  team  records. 

2.  The  Office  of  Public  Instruction  obtain  clarification  from 
the  U.S.  Department  of  Health,  Education,  and  Welfare 
of  the  need  for  environmental  studies. 

Preparation  Of  Individualized  Education  Programs 

With  few  exceptions  most  of  the  school  districts  we 
visited  were  preparing  less  than  adequate  individualized 
education  programs.  The  requirement  for  ,an  individualized 
education  program  is  contained  in  the  federal  statute  (Pub- 
lic Law  94-142,  Section  612(19)  and  Section  613(a)(4).  This 
statute  cites  five  specific  items  that  must  be  included  in 
the  individualized  education  program.  The  requirements  are 
as  follows: 

A.  A  statement  of  the  present  levels  of  educational 
performance  of  the  child. 

B.  A  statement  of  annual  goals,  including  short-term 
instructional  objectives. 

C.  A  statement  of  the  specific  educational  services 
to  be  provided  to  the  child  and  the  extent  to 
which  the  child  will  be  able  to  participate  in 
regular  education  programs. 

D.  The  projected  date  for  initiation  and  anticipated 
duration  of  the  services. 
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E.    Appropriate   objective   criteria   and   evaluation 
procedures  and  schedules  for  determining  on  at 
least  an  annual  basis  whether  the  instructional 
objectives  are  being  achieved. 
The   individualized   education   program,   with   proper 
implementation,  is  probably  the  single  most  important  tool 
available  to  the  special  education  teacher  for  serving  the 
handicapped  child.   It  is  the  culmination  of  the  evaluation 
process  and  is  designed  to  specifically  address  identified 
needs  and  provide  results  to  the  child.   Properly  developed 
and  used  in  conjunction  with  the  evaluation,  this  document 
should  assist  greatly  in  meeting  the  needs  of  the  handi- 
capped child.   However,  our  review  of  student  files  at  the 
school  districts  disclosed  a  substantial  misunderstanding 
regarding  the  preparation  and  implementation  of  this  tool. 

We  commonly  observed  a  complete  absence  of  an  individ- 
ualized education  program.  In  other  instances  we  observed 
that  there  were  no  goals  or  objectives  established  for  the 
individual  students.  We  noted  cases  where  the  child  study 
team  had  attempted  to  identify  goals,  but  the  goals  were  not 
really  goals--  they  were  merely  procedures  to  be  implemented 
for  the  student  or  were  short-term  objectives.  In  other 
instances,  we  observed  that  established  objectives  were  not 
measurable.  Nonmeasurable  objectives  are  generally  of  no 
value  for  determining  whether  the  student  had  achieved  in 
accordance  with  the  objectives.  Other  documents  purporting 
to  represent  individualized  education  programs  were  merely 
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mimeographed  lists  of  numerous  objectives.  These  were 
inserted  for  all  students  in  the  program  and  obviously  were 
not  individualized  for  the  specific  needs  of  the  student. 

As  a  general  rule,  most  of  the  special  education  in- 
structors we  contacted  did  not  fully  understand  the  need  for 
nor  the  reason  for  the  individualized  education  program.  As 
one  superintendent  commented,  he  does  not  have  any  teachers 
who  are  familiar  with  the  preparation  of  an  individualized 
education  program.  In  discussing  the  tool  with  the  various 
instructors,  we  found  that  most  were  unfamiliar  with  indi- 
vidualized education  programs  but  yet  desired  specific 
assistance  for  understanding  and  preparing  them.  The  need 
to  improve  the  quality  of  most  individualized  education 
programs  became  particularly  noticeable  when  compared  to 
examples  at  several  school  districts  that  had  spent  con- 
siderable  effort  in  developing  them--in  these  districts  the 
individualized  education  programs  were  well  prepared  and 
related  to  specific  student  needs.  This  need  was  also 
confirmed  by  the  consulting  psychologist  we  employed.  The 
consultant  reviewed  a  number  of  individualized  education 
programs  and  specifically  commented  that  more  individual- 
ization of  programs  would  be  helpful.  The  consultant  fur- 
ther commented  that  school  personnel  need  guidance  in  the 
preparation  of  the  individualized  education  programs. 

Many  individualized  education  programs  seemed  to  be 
prepared  merely  as  a  compliance  measure  rather  than  for  use 
as  a  tool  to  assist  the  student.   Generally,  the  assistance 
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which  the  school  districts  require  could  be  provided  by  the 
OPI  during  its  monitoring  process.  Officials  of  the  OPI 
advise  that  in-service  training  is  voluntary  on  the  part  of 
school  districts.  However,  OPI  has  provided  such  assistance 
in  the  past  and  plans  to  expand  the  training  to  others. 
RECOMMENDATION 

We  recommend  that  the  school  districts  seek  the  assistance  of  the 
Office  of  Public  Instruction  in  providing  in-service  training  for 
preparing  more  effective  individualized  education  programs. 
Evaluation  Of  Student  Progress 

The  Office  of  Public  Instruction's  rules  and  regula- 
tions (48-2 . 18(18 )-S18330 )  governing  special  education 
provide  that  there  must  be  at  least  an  annual  review  of  the 
student's  individualized  education  program.  This  is  re- 
quired to  determine  whether  the  short-term  instructional 
objectives  of  the  individualized  education  program  are  being 
met  and  also  to  determine  whether  the  program  devised  for 
the  student  is  effective  for  that  student.  Our  review  of 
student  files  in  the  school  districts  generally  showed  that 
the  special  education  instructors  were  meeting  these  minimum 
requirements  for  an  annual  review  of  the  student's  progress. 
However,  this  is  a  considerable  lapse  of  time  considering 
that  the  regular  education  process  provides  a  student  with 
report  cards  on  a  quarterly  basis  during  the  school  year. 
Further,  in  regular  education  parents  of  a  student  who  is 
not  progressing  well  in  particular  subjects  receive  notifi- 
cation of  potential  grade  deficiencies  to  aid  the  student  in 
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improvement.   These  students  receive  evaluation  at  intervals 
more  frequent  than  quarterly. 

It  would  appear  that  special  education  students  should 
have  at  least  quarterly  reviews.  Some  school  districts 
recognize  the  need  for  more  frequent  reviews  and  use  methods 
called  precision  teaching.  Under  precision  teaching  student 
progress  is  measured  almost  on  a  daily  basis  and  is  charted 
to  show  whether  improvements  are  occuring.  While  we  are  not 
necessarily  recommending  that  all  teachers  utilize  precision 
teaching  methods  for  special  education  students,  a  system  of 
more  frequent  reviews  and  the  charting  of  progress  toward 
short-term  objectives  should  be  considered.  More  frequent 
evaluations  would  show  whether  a  student  is  progressing 
toward  individualized  education  program  goals  and  short-term 

objectives  and  whether  teaching  procedures  are  meaningful 

\  .... 

for  assisting  the  student.   It  is  unrealistic  to  subject  a 

student  to  teaching  procedures  for  an  entire  year  which  fail 

to  produce  results. 

RECOMMENDATION 

We  recommend   that   the   school   districts   consider  the  need  for  more 

frequent  reviews  for  special  education  students. 
Funding  Education   for  Yellowstone   Boys   Ranch 

Special  education  funds  comprise  the  sole  educational 
funding  source  for  the  school  district  that  serves  the 
Yellowstone  Boys  Ranch.  School  District  #58  is  unique--it 
is    the    only    one    of    its    kind    within   Montana    and   no    taxable 
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property  exists  within  the  district  boundaries  which  com- 
prise the  Yellowstone  Boys  Ranch.  The  school  district  was 
created  under  the  provisions  of  Chapter  105  of  the  Session 
Laws  of  1965.  However,  the  law  which  enables  the  creation 
of  such  a  school  district  was  repealed  by  the  1971  Legis- 
lature. Because  no  taxable  property  exists  within  the 
school  district,  it  became  entirely  funded  by  the  mandatory 
county  tax  and  state  foundation  funds.  Because  the  school 
district  is  unique,  comments  should  not  be  considered  appli- 
cable to  the  statewide  special  education  program,  but  are 
directed  at  the  Yellowstone  Boys  Ranch  education  system. 

In  addition  to  the  unique  financing  of  this  school 
district,  it  has  a  unique  educational  program.  The  Yellow- 
stone Boys  Ranch  largely  accepts  children  with  severe  emo- 
tional disturbances.  At  the  encouragement  of  several  state 
agencies,  the  organization  has  developed  a  program  to  assist 
severely  emotionally  disturbed  children.  The  Boys  Ranch 
serves  this  need  through  an  assessment  and  residential 
treatment  center  and  has  just  recently  obtained  accredi- 
tation from  the  Joint  Commission  on  the  Accreditation  of 
Hospitals.  The  education  program  provided  by  School  Dis- 
trict #58  includes  needed  education  while  students  are  in 
the  assessment  facility  and  the  residential  treatment  facil- 
ity. Once  the  student  is  able,  he  is  then  transferred  to 
less  restrictive  programs  at  the  Boys  Ranch  and  the  ele- 
mentary school.   The  special  education  program  is  designed 
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specifically  to  assist  the  student  in  overcoming  his  emo- 
tional problems  while  providing  basic  educational  needs. 

Initially,  the  school  district  received  funding  through 
the  foundation  program  with  its  mandatory  levy  support  from 
the  local  county.  The  district  charged  sending  school 
districts  tuition  for  students  who  had  been  placed  at  the 
facility.  An  OPI  official  advised  that  the  tuition  funds 
received  by  the  school  district  were  spent  as  the  permissive 
levy  for  the  school  district  and  any  excess  as  a  voted  levy. 
Since  the  1974  legislative  change  which  provides  100  percent 
state  support  of  special  education  programs,  the  district  is 
now  financed  totally  by  special  education  funds. 

The  budgets  for  the  district,  compared  to  enrollment, 
are  presented  below: 


School  District  IMo.  58 
Yellowstone  Boys  Ranch 
Enrollment  and  Budgets 

Fiscal  Year 

October  1 
Student  Count 

Amount 

197374 

56 

$  91,798 

197475 

44 

170,475 

197576 

51 

197,265 

197677 

56 

204,119 

197778 

41 

262,417 

197879 

60  (Est.) 

282,531 

Source     Compiled  hy  the  Office  of  the  Legislative  Auditor 
Illustration  2  2 
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Enrollment  for  the  elementary  school  is  maintained  at  about 
50  students.  In  addition,  during  fiscal  year  1977-78  and 
1978-79  there  are  students  being  served  in  the  intensive 
care  units  and  the  assessment  center  for  emotional  dis- 
turbances. Fiscal  year  1973-74  was  funded  from  foundation 
ANB  support,  whereas  all  subseguent  years  are  funded  from 
special  education. 

The  school  district  board  of  trustees  is  made  up  of 
Yellowstone  Boys  Ranch  employees  who  live  on  the  ranch. 
This  situation  exists  because  trustee  candidate  gualifi- 
cations  prescribed  by  state  law  (Section  75-5913,  R.C.M. 
1947)  reguire  eligibility  to  vote  in  the  district  and  be- 
cause the  only  residents  of  the  district  live  at,  and  are 
employed  by,  Yellowstone  Boys  Ranch.  Normally,  a  school 
board  must  consider  the  effect  of  the  school  district  ex- 
penditures on  the  local  electorate.  However,  its  budget 
reguires  the  approval  of  OPI  as  for  other  districts.  Con- 
sideration should  be  given  to  providing  an  exception  to  the 
residency  reguirement  for  this  unigue  district  and  amending 
Section  75-5913,  R.C.M.  1947,  to  enable  appointment  of 
trustees  from  outside  the  district  in  that  a  potential 
conflict  exists  because  employees  of  the  ranch  also  must 
serve  as  school  district  trustees. 

Our  review  of  the  school  district  providing  education 
for  the  Yellowstone  Boys  Ranch  showed  that  a  number  of 
students  from  Wyoming  and  several  from  North  Dakota  were 
being  served  in  the  special  education  program.   We  also 
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observed  a  number  of  Indian  students  placed  by  the  U.S. 
Bureau  of  Prisons  and/or  the  Bureau  of  Indian  Affairs  being 
served  by  the  district.  The  estimated  average  student  cost 
of  special  education  per  year  was  $3,372  for  fiscal  year 
1976-77  and  $4,448  for  fiscal  year  1977-78. 

The  school  district  clerk  charges  tuition  for  those 
students  placed  from  out-of-state  locations.  However,  the 
tuition  charge  does  not  equal  the  costs  of  services  pro- 
vided, but  was  established  by  the  school  board  at  $550  per 
year.  This  was  intended  to  be  double  the  normal  tuition 
charge  which  school  districts  are  permitted  to  charge  for 
students  out-of-district,  but  within  Montana.  Cost  was  not 
considered  when  the  rate  was  established. 

The  Montana  special  education  statutes  do  not  spe- 
cifically address  the  question  of  collecting  out-of-state 
tuition  for  out-of-state  placements.  However,  the  law 
(75-7809,  R.C.M.  1947),  provides  for  out-of-state  tuition 
payments  for  Montana  students  placed  in  out-of-state  special 
education  programs.  Generally,  the  cost  of  placing  Montana 
students  in  out-of-state  programs  is  expensive—in  excess  of 
$1,200  per  month.  Montana  school  law  (75-7318,  R.C.M. 
1947),  regarding  attendance  and  tuition,  provides  that  the 
Superintendent  of  Public  Instruction  has  the  authority  to 
execute  a  reciprocal  tuition  agreement  with  any  state  ad- 
joining Montana.  This  statute  also  provides  that  a  recip- 
rocal tuition  rate  may  be  negotiated  at  a  flat  amount  or  an 
actual  cost  per  pupil  amount. 
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The  Superintendent  of  Public  Instruction  negotiated 
reciprocal  tuition  agreements  with  the  states  of  Wyoming  and 
North  Dakota.  The  tuition  agreement  for  Wyoming  was  negoti- 
ated in  September  of  1969,  and  essentially  provides  for  a 
reimbursement  of  the  actual  cost  per  pupil.  The  agreement 
with  the  state  of  North  Dakota  is  for  fiscal  year  1977-78. 
It  provides  for  a  tuition  rate  of  $1,400  per  school  year  for 
high  school  students  and  $1,252  per  school  year  for  ele- 
mentary students.  Neither  agreement  considered  special 
education  costs.  Although  the  agreement  with  Wyoming  would 
be  sufficient  to  cover  the  cost  of  special  education,  the 
$550  annual  billing  rate  the  school  district  charges  for 
out-of-state  students  is  inadequate  and  does  not  recover  the 
costs  of  education.  The  $550  is  double  the  1965  inter- 
district  tuition  rate  prescribed  in  the  law.  The  amount  was 
prescribed  by  the  Yellowstone  County  Superintendent  of 
Schools  in  June  1966. 

In  the  instance  of  the  Wyoming  students,  the  school 
district  should  contact  the  Wyoming  Superintendent  of  Public 
Instruction  to  obtain  reimbursement  for  these  students  in 
accordance  with  the  tuition  agreement.  There  were  n:.ne 
students  in  the  1976-77  school  year  from  Wyoming  billed  at 
the  $550  tuition  rate  and  seven  in  the  1977-78  school  year. 
Two  of  the  out-of-state  students  in  the  1977-78  school  year 
are  from  North  Dakota.  It  would  appear  appropriate  that  the 
Superintendent  of  Public   Instruction  should  negotiate  a 
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tuition  agreement  with  North  Dakota  which  reflects  the  costs 
of  special  education  rather  than  regular  education. 

A  somewhat  similar  situation  relates  to  the  payment  of 
tuition  for  Indian  students.  We  also  identified  that  there 
were  eight  Indian  students  placed  by  either  the  U.S.  Bureau 
of  Prisons,  U.S.  Federal  Probation  Office,  or  the  U.S. 
Bureau  of  Indian  Affairs,  into  the  Yellowstone  Boys  Ranch. 
The  costs  of  room  and  board  of  attendance  at  the  ranch  is 
paid  by  those  organizations.  However,  Montana  pays  the  cost 
of  education  through  the  special  education  budget.  The  home 
school  districts  of  these  students  receive  some  federal 
subsidies  for  Indian  students.  In  those  instances  of  place- 
ment by  federal  authorities,  these  federal  subsidies  should 
be  paid  to  OPI  as  partial  reimbursement  of  the  state  ex- 
penses at  Yellowstone  Boys  Ranch,  School  District  #58.  The 
Montana  Department  of  Institutions  has,  in  fact,  negotiated 
for  reimbursement  of  educational  costs  for  Indian  students 
placed  in  several  of  its  corrective  institutions.  The  OPI 
should  obtain  special  educational  financial  assistance  from 
the  Bureau  of  Indian  Affairs  or  other  federal  authorities 
placing  Indian  students  where  state  special  education  funds 
finance  the  program. 
RECOMMENDATION 
We  recommend  that: 

1 .   Legislation  be  enacted  to  provide  outside  school  board 

trustees  for  the  Yellowstone  Boys  Ranch,  School  District 

#58. 
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2.  The    school    district    bill    for  the  actual   cost  provided  by 
the  tutition  agreement  with  the  state  of  Wyoming. 

3.  The  Office  of  Public  Instruction: 

a.  Negotiate  an  agreement  with  the  state  of  North  Da- 
kota for  reimbursement  of  special  education  costs. 

b.  Determine  if  federal  assistance  is  available  for  the 
education  of  those  students  placed  from  Indian 
reservations. 

Examination  of  Special  Education  Expenditures 

Our  examination  of  the  expenditure  of  special  education 
funds  by  the  school  districts  was  designed  to  determine 
instances  where  special  education  funds  were  not  spent  in 
compliance  with  both  the  state  law  (Section  75-7813.1, 
R.C.M.  1947),  and  the  Administrative  Rules  of  Montana, 
Chapter  18,  Title  48,  Subchapter  30.  Our  examination  of 
financial  transactions  occasionally  required  verification  of 
regular  education  data,  especially  the  calculation  of  the 
"average  number  belonging"  (ANB).  The  examination  of  32 
school  districts  disclosed  the  questionable  use  of  $169,000 
of  state  funds.  This  resulted  from  a  variety  of  transac- 
tions which  we  attribute  to  inadequate  reviews  by  Office  of 
Public  Instruction  officials,  improper  expenditures  by 
district  officials,  and  improper  calculations  on  reports 
submitted  by  district  officials.  In  addition,  while  at- 
tempting to  verify  that  full-time  special  education  students 
were  not  being  counted  as  regular  education  "average  number 
belonging,"  we  observed  that  one  school  district  submitted 
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improper  calculations  for  ANB  reimbursement  from  the  OPI . 
This  caused  overpayment  to  the  school  district  totaling 
$30,797  for  fiscal  year  1977-78.  Section  75-6917(3),  R.C.M. 
1947,  provides  for  the  return  of  state  equalization  aid  when 
over-payments  occur.  A  discussion  regarding  categories  of 
erroneous  use  of  state  funds  with  appropriate  recommenda- 
tions follows. 

Separate  Accounting  for  Special  Education 

We  observed  six  school  districts  which  had  not  de- 
veloped separate  accounting  systems  to  enable  an  accounting 
for  special  education  expenditures.  The  law  (Section  75- 
6906,  R.C.M.  1947)  provides  that  special  education  support 
be  from  funds  providing  state  equalization  aid  but  that  the 
funds  must  be  accounted  for  separately.  Most  of  the  schools 
have  prepared  an  expenditure  report  based  on  separate  ac- 
counting  for  special  education.  However,  several  schools 
have  not  established  a  separate  accounting  system  and  con- 
sequently have  to  estimate  expenditures  except  for  two 
expense  items  included  in  the  old  general  fund  accounting 
system.  These  had  been  incorporated  into  the  uniform  ac- 
counting system  prior  to  the  1974  law  changing  the  funding 
support  for  special  education. 

In  preparing  estimates  for  the  annual  expenditure 
report  for  special  education,  one  school  district  overstated 
the  expenditure  for  teacher  aides  by  $12,252;  for  special 
education  clerical  staff  by  $3,824;  and  understated  the 
expenditure  for  special  education  support  staff  by  $4,272. 
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The  net  result  of  these  erroneous  estimates  was  an  over- 
statement of  expenditures  totaling  $11,804.  The  school 
district  retained  this  amount  in  its  reserve  fund  for  sup- 
port of  the  subsequent  year  regular  education  program, 
although  it  properly  should  have  been  returned  the  money  to 
the  state  earmarked  revenue  account. 

Another  school  district  double-reported  $3,026  for 
support  staff  salaries  because  of  the  estimating  procedure. 
This  district  mistakenly  recorded  one  month's  salaries  for 
three  support  staff  in  the  general  fund  special  education 
instruction  salary  account—the  account  was  one  of  two  which 
had  existed  in  the  general  fund  accounting  system  prior  to 
the  1974  change  in  the  law.  At  year  end,  when  expenditures 
had  to  be  estimated  for  the  special  education  expenditure 
report,  the  district  properly  determined  what  its  support 
staff  salaries  were,  but  neglected  or  overlooked  the  one 
month  which  had  erroneously  been  charged  to  the  special 
education  instructional  salary  account.  This  amount  was 
reported  twice  on  separate  lines  on  the  expenditure  report. 

The  law  (Section  75-6906,  R.C.M.  1947)  is  clear  re- 
garding a  need  to  provide  separate  accounting  for  special 
education  funds  received  from  the  state.  Without  the  separ- 
ation, there  can  be  no  assurance  that  special  education 
funds  were  expended  for  their  intended  purposes  —  special 
education.  Improper  reporting  of  special  education  ex- 
penditures allows  retention  of  these  funds  within  the  dis- 
trict  for  subsequent  year  support  of  regular  education 
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programs.  However,  there  is  presently  no  penalty  for  in- 
adequate accounting  of  special  education  expenditures.  The 
Department  of  Community  Affairs,  Local  Services  Division,  is 
responsible  for  the  accounting  system  development  and  audit- 
ing of  school  districts. 
RECOMMENDATION 

We  recommend  that  the  Department  of  Community  Affairs  encourage 
all  school  districts  to  establish  separate  accounting  for  special 
education  funds  and  report  noncompliance  in  the  school  district 
audit  report. 
Shared  Equipment  Purchases 

Many  of  the  school  districts  followed  the  practice  of 
using  special  education  funds  to  purchase  equipment  which 
was  common  to  both  regular  education  and  special  education. 
This  occurred  in  situations  where  special  education  either 
bore  the  entire  cost  or  only  a  portion  of  the  total  cost  of 
the  program. 

We  observed  one  instance  where  the  school  district 
purchased  a  $1,120  washer  and  dryer  set  which  was  placed  in 
the  athletic  department.  The  same  district  purchased  a  $272 
vacuum  cleaner  for  use  in  both  the  special  and  regular 
education  rooms.  This  type  of  expenditure  is  provided  for 
in  the  indirect  cost  allocation  for  maintenance  and  thus 
should  not  be  provided  as  a  direct  cost. 

Numerous  other  instances  occurred  where  special  educa- 
tion funds  purchased  equipment  which  was  justified  to  some 
extent  in  support  of  special  education.   For  example,  one 
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school  district  used  $225  to  assist  in  the  purchase  of  a 
$985  sewing  machine.  The  machine  was  placed  in  the  home 
economics  room  for  the  regular  education  program.  The 
special  education  instructor  had  been  using  a  sewing  machine 
for  one  of  the  special  education  students  in  the  previous 
year  but  was  not  currently  using  the  machine.  Another 
school  district  used  $200  to  help  pay  for  a  $350  manual 
duplicating  machine  that  was  primarily  purchased  for  the 
school  and  used  by  all  teachers.  Another  school  district 
used  $400  of  special  education  funds  to  help  purchase  an 
$850  projector.  The  regional  director  of  special  education 
was  unaware  that  the  school  had  the  projector.  A  final 
example  of  shared  equipment  is  the  purchase  of  $1,100  of 
physical  education  equipment  for  a  special  education  facil- 
ity. Although  initially  purchased  for  special  education, 
some  of  the  equipment  is  now  being  used  by  the  district's 
physical  education  director  for  the  entire  district. 

Although  some  special  education  need  may  be  met  by  most 
of  the  above  items,  it  appears  that  the  school  districts 
will  be  using  the  equipment  primarily  for  regular  education. 
To  avoid  the  possible  supplanting  of  regular  education  funds 
with  special  education  funds  all  shared  equipment  costs 
should  be  allocated  in  accordance  with  its  use  as  specified 
in  the  regulations  (Section  48-2 . 18(30 )-S18510  )  . 
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RECOMMENDATION 

We  recommend  that  school  districts  allocate  shared  equipment  costs 

between  regular  and  special  education  programs  in  accordance  with 

the  equipment's  use. 
Miscellaneous  Expenditures 

The  audit  disclosed  numerous  expenditures  which  were  in 
violation  of  the  allowable  cost  schedule  prescribed  by  law 
(Section  75-7813.1,  R.C.M.  1947).  There  generally  was  no 
pattern  among  the  school  districts  to  suggest  any  particular 
weakness  except  a  lack  of  understanding  by  school  district 
accounting  personnel  of  the  restrictive  uses  of  special 
education  funds.  A  number  of  the  various  improper  expend- 
itures are  disclosed  in  this  section  primarily  for  the 
purpose  of  explaining  improper  uses  of  special  education 
funds . 

One  of  the  more  common  erroneous  charges  was  for  out- 
of-district  travel  to  special  education  conferences.  The 
law  (Section  75-7813.1,  R.C.M.  1947),  provides  for  itinerant 
travel  between  schools  and  districts  and  is  silent  about 
travel  to  conferences.  The  OPI  has  not  approved  out-of- 
district  travel;  three  districts  were  unaware  of  this  re- 
striction and  used  special  education  funds  for  that  purpose. 
Although  currently  prohibited,  we  believe  properly  con- 
trolled out-of-district  travel  to  special  education  confer- 
ences could  benefit  the  program. 

Several  districts  used  special  education  funds  to  pay 
for  regular  education  extra  curricular  activities  which  the 
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special  education  teachers  were  either  required  or  chose  to 
participate  in.  It  appears  that  these  errors  occurred 
because  the  payment  for  additional  school  activities  was 
paid  from  the  same  fund  that  paid  the  teacher's  salary. 
Unless  extra  activities  are  related  to  special  education 
students,  they  do  not  fulfill  special  education  purposes  and 
are  not  allowable. 

Payment  for  a  full-time  position  was  made  when  the  OPI 
approved  only  a  half-time  position.  The  approved  budget  had 
sufficient  funds  to  pay  for  the  position  but  the  OPI  employs 
a  position  ceiling  and  so  notifies  each  school  district  upon 
final  approval  of  the  budget.  The  payment  for  other  than 
the  positions  approved  requires  separate  approval  which  was 
not  obtained. 

There  were  several  instances  where  statutory  limita- 
tions were  exceeded.  This  occurred  when  the  school  dis- 
tricts transferred  unused  budget  authority  from  one  line 
item  into  a  restricted  line  item,  which  was  already  at  a 
statutory  maximum.  These  statutory  maximums  occur  normally 
where  the  cost  item  is  a  calculated  allowance  as  contrasted 
to  actual  costs.  Expenditures  in  these  categories  cannot 
exceed  the  original  budgeted  amount.  We  noted  that  the 
school  districts  neglected  to  obtain  budget  amendment  ap- 
proval from  the  OPI  before  making  these  expenditures.  State 
special  education  rules  and  regulations  require  such  ap- 
proval for  contract  expenditures  and  transfers  from  budget 
line  items,  which  were  not  "excess"  amounts. 
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Two  districts  overcharged  actual  insurance  costs  be- 
cause of  improper  instructions  given  to  accounting  per- 
sonnel. The  insurance  line  item  can  be  both  an  actual 
expense  related  to  employee  benefits  and  a  calculated  allow- 
ance which  is  paid  without  a  separate  accounting.  The 
districts  were  charging  the  budget  amount  for  employee 
benefits  rather  than  actual  incurred  expenses. 

In  addition,  we  observed  charges  which  related  solely 
to  regular  education.  The  largest  amount  was  for  payment  of 
a  secretary's  wages  which  continued  six  months  after  trans- 
ferring from  the  special  education  position.  The  district 
neglected  to  change  the  funding  source  when  the  transfer 
occurred.  There  were  also  a  number  of  instances  where  small 
expenditures  were  charged  to  special  education  but  were  for 
regular  education. 

In  questioning  the  school  district  accounting  personnel 
about  the  erroneous  expenditures,  we  were  generally  advised 
that  they  did  not  understand  the  restrictions  of  the  OPI 
special  education  rules  and  regulations.  These  school 
district  officials  were,  in  all  instances,  cooperative  and 
interested  in  the  correct  procedures  in  charging  special 
education.  We  were  advised  by  several  in  the  smaller  dis- 
tricts that  there  had  never  been  any  training  provided  to 
the  business  personnel  regarding  accounting  for  special 
education  expenditures.  Subsequent  to  completion  of  most  of 
our  field  work,  the  OPI  special  education  unit  initiated 
budget  workshops  covering  the  allowable  costs,  as  well  as 
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the  limitations  and  restrictions  on  the  use  of  special 
education  funds.  Considering  the  apparent  lack  of  under- 
standing of  the  state  special  education  rules  and  regula- 
tions by  district  business  personnel,  it  appears  that  famil- 
iarity with  the  OPI  rules  and  regulations  governing  the  use 
of  special  education  funds  would  reduce  the  erroneous 
charges . 

RECOMMENDATION 

We  recommend  that  the  school  district  business  personnel  become 
familiar  with  the  Office  of  Public  Instruction's  rules  and  regula- 
tions which  limit  and  restrict  the  use  of  special  education  funds. 
Erroneous  Calculation  of  Average  Number  Belonging 

School  districts  receive  foundation  and  maximum  budget 
without  a  vote  support  from  the  OPI  based  on  pupil  attend- 
ance for  the  previous  year.  This  data  is  reported  on  the 
OPI  form,  "Pupil  Data  and  School  Term  Report."  Our  princi- 
pal interest  in  the  calculation  of  the  "Average  Number 
Belonging"  (ANB)  was  to  verify  that  full-time  special  educa- 
tion students  were  not  included  in  the  count  data  used  to 
obtain  foundation  support  for  the  school  district,  i.e.,  a 
student  whose  education  is  100  percent  funded  by  special 
education  should  not  receive  duplicate  support  from  another 
source . 

The  first  noted  deficiency  relates  to  the  OPI  form  for 
reporting  ANB  and  full-time  special  education  students.  The 
form  contains  two  inconsistencies  with  the  law  (Section 
75-6902,   R.C.M.   1947)— (1)  the  definition  of  a  full-time 
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special  education  student,  and  (2)  the  inclusion  of  pupil 
instruction  related  days  for  calculating  ANB .  Regarding  the 
definition  of  a  full-time  special  education  student,  the  law 
provides  that  a  student  who  spends  50  percent  or  less  of  his 
classroom  time  in  special  education  may  be  counted  for 
regular  ANB.  The  OPI  form  specifies  that  students  who  spend 
50  percent  or  more  of  their  classroom  time  in  special  educa- 
tion may  not  be  counted  as  regular  ANB.  The  inconsistency 
is  that  the  cut-off  for  exclusion  from  regular  ANB  is  more 
than  50  percent—not  50  percent.  Some  school  districts 
commonly  provide  50  percent  of  the  classroom  time  in  special 
education—this  happens  most  often  when  the  district's 
classroom  time  divides  evenly  by  two.  A  school  district 
which  follows  the  OPI  form  rather  than  reading  the  law  would 
deprive  itself  of  ANB  entitlement.  The  OPI  should  correct 
this  inconsistency. 

The  other  inconsistency  involves  a  substantial  amount 
of  state  foundation  support.  The  law  (Section  75-6902, 
R.C.M.  1947)  describing  the  calculation  of  an  ANB,  defines 
an  ANB  as  the  average  number  of  regularly  enrolled  full-time 
pupils  attending  the  public  schools  of  the  district.  In 
calculating  this  number,  the  law  provides  that  the  total 
aggregate  days  of  attendance  and  the  aggregate  days  of 
absence  for  full-time  regularly  enrolled  students  shall  be 
divided  by  180.  The  180  represents  the  minimum  number  of 
days  a  school  district  must  conduct  school.   All  school 


40 


districts  are  instructed  by  the  form  to  add  "pupil  instruc- 
tion related"  days  to  the  total  absences  —  thus  increasing 
the  total  aggregate  days.  These  pupil  instruction  related 
days  normally  number  seven  days  during  a  school  year.  The 
effect  of  adding  these  days  in  the  calculation  is  to  in- 
crease state  support  of  education  by  about  4  percent  during 
the  current  biennium. 

The  law  does  not  provide  for  adding  these  days  in  the 
calculation.  OPI  officials  advised  that  these  days  are 
included  because  of  a  1961  policy  statement  by  the  State 
Board  of  Education  which  directed  the  inclusion  of  pupil 
instruction  related  days.  We  have  requested  an  Attorney 
General's  opinion  to  clarify  the  propriety  of  including 
these  days.  (The  Attorney  General's  opinion  has  subsequent- 
ly been  received  and  included  as  Appendix  I,  page  91. ) 

Generally,  we  experienced  considerable  difficulty  in 
verifying  or  reconstructing  the  ANB  calculation  for  high 
schools  and  junior  high  schools  —  the  records  were  normally 
not  retained  in  an  order  which  facilitated  audit  once  the 
calculation  was  made.  In  some  instances  the  original  docu- 
mentation was  destroyed  and  in  others  the  data  was  refiled 
which  made  auditing  these  records  impracticable.  The  law 
does  not  presently  require  retention  of  this  data.  Ele- 
mentary school  attendance  was  easier  to  verify  because  of 
the  registers  used  and  because  students  do  not  change  class- 
rooms each  hour. 

In  attempting  to  verify  the  ANB  and  assure  that  double 
counting  of  full-time  special  education  students  did  not 
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exist,  we  were  able  to  complete  the  evaluation  in  only  one 
instance  at  the  junior  high  and  high  school  level.  In  that 
instance,  records  were  retained  in  a  register  form  which 
substantiated  the  district's  ANB  calculation  and  indicate 
that  full-time  special  education  students  were  not  included. 
Six  other  verification  attempts  at  the  junior  high  and  high 
school  levels  were  not  successful  because  records  were  not 
maintained  or  retained  to  facilitate  audit.  In  one  in- 
stance, by  using  supplemental  records  we  determined  that  one 
high  school  and  junior  high  district  was  not  determining  ANB 
on  the  basis  of  actual  attendance  records.  It  was  calcu- 
lating ANB  on  the  basis  of  beginning  enrollment  and  new 
students  added  during  the  year.  Analysis  of  available 
records  showed  that  dropouts  and  transfers  to  other  dis- 
tricts were  not  deleted  from  the  calculations.  On  the  basis 
of  district  records  showing  dates  of  dropouts  and  transfers 
we  calculated  that  an  excess  of  48  ANB  were  reported  to  the 
OPI  for  foundation  payments  in  fiscal  year  1977-78.  We 
explained  the  error  to  the  district  superintendent,  who 
accepted  our  calculation  after  an  extensive  review  of  dis- 
trict records.  The  excess  distribution  of  state  funds  for 
these  48  ANB  totaled  about  $30,800  during  fiscal  year 
1977-78. 

We  noted  three  school  districts  which  had  erroneously 
included  full-time  special  education  students  in  the  regular 
ANB  calculation.  In  reviewing  to  determine  possible  double 
accounting  as  both  special  education  and  regular  ANB,  we 
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found  that  most  school  districts  made  a  conscious  effort  to 
prevent  duplication.  Generally,  this  occurs  through  a 
procedure  of  notifying  the  principal  to  avoid  counting  a 
student  in  the  ANB  when  his  special  education  classroom  time 
exceeds  50  percent. 

One  instance  involved  mistakenly  including  three  full- 
time  elementary  special  education  students  in  the  regular 
student  register.  It  did  not  appear  intentional  because  a 
number  of  other  full-time  special  education  students  had 
been  properly  excluded.  The  excess  state  distribution 
during  fiscal  year  1977-78  for  these  three  students  was 
about  $1,350.  Another  school  included  50  full-time  special 
education  students  because  they  changed  instructors  each 
hour.  However,  all  instructors  were  paid  from  special 
education  funds.  The  school  district  offset  this  by  not 
claiming  $19,000  in  calculated  allowable  costs  permitted  by 
the  law  (Section  75-7818.1,  R.C.M.  1947).  However,  the 
inclusion  of  50  ANB  when  offset  by  $19,000  still  resulted  in 
an  excess  distribution  of  $13,500  to  the  school  district. 

The  other  instance  of  double  counting  involved  differ- 
ent circumstances.  The  school  district  included  about  20 
ANB  for  an  alternate  school  which  was  taught  by  instructors 
funded  by  special  education.  The  school  district  had  prev- 
iously funded  the  alternate  school  from  regular  education 
funds  but  decided  to  use  special  education  funds  in  the 
1976-77  school  year.  Upon  review  of  the  ANB  count  for  the 
school,  we  questioned  school  district  officials  about  the 
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student  evaluations  to  determine  handicaps  and  eligibility 
for  special  education.  Although  a  total  of  about  60  stu- 
dents had  been  taught  for  varying  lengths  of  time  during  the 
year,  only  one  student  had  been  evaluated  for  special  educa- 
tion. Rather  than  calculate  the  effect  of  the  excess  ANB, 
it  appears  more  reasonable  to  deny  the  use  of  special  edu- 
cation funds  for  the  instructors.  The  costs  applicable  to 
personnel  totaled  about  $26,000  and  should  be  refunded  to 
the  OPI  since  the  students  were  not  eligible. 

The  ANB  calculations  of  the  school  districts  are  not 
audited  by  the  OPI  or  the  Department  of  Community  Affairs, 
which  normally  audits  school  districts.  Considering  that 
ANB  is  the  basis  for  distributing  in  excess  of  $100,000,000 
annually  from  the  school  foundation  program,  audits  should 
be  required.  School  district  records  necessary  to  enable 
post-audit  must  be  retained  unless  destruction  is  approved 
by  the  Department  of  Community  Affairs  (Section  59-514(2), 
R.C.M.  1947).  Logically,  the  Department  of  Community  Af- 
fairs should  perform  an  audit  of  ANB  in  conjunction  with  its 
regular  financial  audit  of  the  school  district.  However, 
this  department  would  have  to  have  access  to  special  educa- 
tion student  names  that  are  now  confidential.  This  should 
be  agreeable  to  the  school  districts  as  long  as  the  names 
were  protected  by  law  from  being  disclosed. 
RECOMMENDATION 

We  recommend  that  the  Department  of  Community  Affairs  require 
retention  of  attendance  records  in  a  fashion  that  will  permit  an 
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audit  of  the  ANB  calculation,  and  audit  the  ANB  calculations  on  a 

test  basis  for  each  school  district. 
Support  of  Regular  Education 

The  consulting  psychologist,  with  whom  we  contracted  to 
evaluate  psychological  services  in  selected  school  dis- 
tricts, made  the  observation  that  school  psychologists 
funded  from  special  education  were  used  in  support  of  regu- 
lar education  responsibilities.  The  consulting  psychologist 
commented  that  "State  special  education  monies  for  psycho- 
logical services  are  definitely  also  being  used  for  children 
in  regular  education  beyond  the  purposes  of  screening  and 
evaluation  for  special  education  programs.  These  practices 
are  not  extreme,  but  they  vary  greatly  among  districts  and 
seem  to  occur  more  frequently  in  larger  districts  that  have 
more  psychologists."  We  observed  that  one  school  district 
followed  the  practice  of  funding  psychologists  95  percent 
from  special  education  and  5  percent  from  regular  education 
to  pay  costs  associated  with  providing  psychologists  in 
regular  education. 

The  use  of  psychological  services  in  support  of  regular 
education  occurred  when  an  evaluation  was  performed  which 
showed  the  student  was  not  eligible  for  placement  in  a 
special  education  program.  In  some  of  those  instances  it 
was  believed  the  student  needed  additional  psychological 
assistance  and  rather  than  reject  a  needy  student,  assist- 
ance was  given.   The  special  education  assistance  through 
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the  evaluation  stage  is  a  justifiable  use  of  special  educa- 
tion funds.  However,  any  assistance  beyond  that  for  stu- 
dents determined  ineligible  is  the  responsibility  of  the 
school  district  and  an  improper  charge  to  special  education. 
While  it  is  not  known  exactly  how  much  time  school  psycholo- 
gists spend  for  regular  education,  the  school  districts 
should  develop  appropriate  sharing  statistics  to  provide  for 
the  proper  allocation  of  school  psychologists'  costs. 
RECOMMENDATION 

We  recommend  that  the  school  districts  determine  the  extent  that 
school  psychologists  are  used  for  regular  education  responsibilities 
and  provide  for  appropriate  cost  sharing  in  the  budget  process. 
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Chapter  III 
FINANCING  OF  SPECIAL  EDUCATION 

Initially  the  financing  of  special  education  programs 
in  the  school  district  was  through  the  Foundation  Program. 
Under  the  Foundation  Program,  state  funds  are  distributed  to 
school  districts  on  the  basis  of  a  student  count--the  aver- 
age number  belonging  (ANB),  determined  by  counting  the 
students  in  attendance  during  a  school  year.  In  regular 
education  the  school  district  receives  one  ANB  for  each 
student  that  had  attended  the  previous  year.  Funding  of 
special  education  classrooms,  by  law,  was  on  the  basis  of 
ANB  but  allowed  for  a  multiplication  of  ANB  due  to  higher 
costs  of  special  education.  We  have  been  advised  by  OPI 
officials  that  the  early  funding  system  was  designed  as  a 
partial  incentive  to  school  districts  to  establish  a  special 
education  program.  Conseguently,  the  districts  received 
more  money  than  necessary  to  operate  special  education 
classes.  For  example,  a  mentally  retarded  or  physically 
handicapped  class  of  seven  or  more  children  entitled  the 
district  to  45  ANB.  Based  on  the  current  funding  levels, 
this  represented  about  twice  the  average  cost  of  operating  a 
special  education  classroom. 

Major  revisions  to  the  special  education  laws  occurred 
during  the  1974  legislative  session.  These  revisions 
changed  the  system  of  state  assistance  and  expanded  special 
education   to   include   educationally   handicapped   persons. 
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This  category  could  generally  be  referred  to  as  the  cur- 
rently eligible  handicaps  of  learning  disabled  and  emo- 
tionally disturbed.  An  educationally  handicapped  person's 
disorders  specifically  excluded  learning  disabilities  re- 
sulting from  visual  acuity,  hearing  impairment,  physical 
handicap,  cultural,  or  instructional  factors  and  mental 
retardation. 

The  1374  revisions  effected  the  state  assistance  for 
special  education  by  deleting  the  ANB  support  provision  and 
enacting  an  allowable  cost  schedule.  This  consisted  of 
allowing  the  direct  payment  for  salaries  and  supplies  in- 
volved in  the  providing  of  special  education  and  the  payment 
of  indirect  costs  such  as  administrative  salaries  of  persons 
not  involved  in  special  education,  a  portion  of  the  library 
services,  a  portion  of  operating  and  maintenance  costs,  a 
portion  of  insurance  and  other  indirect  cost  items  involved 
in  operating  a  school  system.  Essentially  this  system 
required  that  each  school  district  prepare  a  budget  much  in 
the  same  fashion  that  it  does  for  its  regular  education 
program  and  submit  it  to  the  OPI  for  approval.  The  specific 
allowable  cost  items  are  enumerated  in  Section  75-7813.1, 
R.C.M.  1947. 

The  1977  legislature  amended  the  special  education  laws 
to  essentially  conform  with  Public  Law,  94-142,  enacted  by 
Congress  in  1975.  The  1977  amendments  to  the  Montana  spe- 
cial education  law  provided  more  specific  definitions  of 
handicapped  children  who  could  be  served  and  further  limited 
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the  discretionary  authority  that  school  districts  would  have 
in  establishing  programs.  Montana  law  (Section  75-7805, 
R.C.M.  1947)  now  specifically  provides  that  all  handicapped 
children  in  Montana  are  entitled  to  a  free,  appropriate 
public  education  provided  in  the  least  restrictive  alter- 
native setting.  The  law  further  states  that  after  September 
1977,  the  board  of  trustees  of  every  school  district  must 
provide  or  establish  and  maintain  a  special  education  pro- 
gram for  every  person  defined  as  handicapped  between  the 
ages  of  6  and  18  inclusive.  After  September  1,  1980,  such 
services  shall  be  mandatory  for  handicapped  children  between 
the  ages  of  3  and  21  inclusive.  There  are  a  number  of 
school  districts  already  providing  preschool  special  edu- 
cation classes  to  handicapped  children  between  the  ages  of  3 
and  6.  The  1977  revision  further  eliminated  the  need  for 
parents  of  four  or  more  children  to  petition  for  special 
education  programs.  Currently,  (Section  75-7808,  R.C.M. 
1947)  a  single  parent  has  the  ability  to  request  the  estab- 
lishment of  a  needed  special  education  program. 

Although  Montana  has  been  a  leader  in  special  education 
legislation,  the  1975  federal  statute  imposed  additional 
requirements  upon  the  state.  The  federal  statute,  Public 
Law  94-142,  contains  definitions  of  handicapped  children  to 
be  served  and  procedures  to  be  followed  in  the  evaluation 
and  development  of  education  programs  for  such  children. 
The  statute  further  provided  federal  assistance  to  the  state 
and  school  districts  for  educating  handicapped  children.   In 
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order  to  receive  these  federal  dollars,  the  state  was  re- 
quired to  amend  its  statutes,  promulgate  rules  and  regula- 
tions which  complied  with  the  federal  requirements,  and 
submit  a  state  plan  to  the  U.S.  Department  of  Health,  Educa- 
tion and  Welfare  for  approval.  In  amending  its  laws  in 
1977,  and  in  the  promulgation  of  state  rules  and  regula- 
tions, the  state  of  Montana  has  become  eligible  for  federal 
dollars.  The  OPI  has  submitted  the  state  plan  and  it  has 
been  approved.  These  changes  were  made  to  assure  federal 
assistance,  as  well  as  to  promote  consistency  in  special 
education  programs  throughout  the  state.  The  changes  guar- 
antee access  for  handicapped  children  to  appropriate  educa- 
tional services.  Currently,  the  federal  share  of  special 
education  funding  amounts  to  3  percent  of  the  total  support. 

Section  612  of  Public  Law  94-142  specifies  that  finan- 
cial assistance  will  be  provided  to  the  states  on  the  basis 
of  the  number  of  special  education  handicapped  students 
identified  as  being  served  with  special  services  as  of 
October  1,  and  February  1  in  the  prior  school  year.  This 
statute  provides  for  a  gradual  increase  in  the  amount  of  the 
assistance  over  the  next  five  years.  This  assistance  is  to 
be  based  on  a  percentage  of  the  average  per  pupil  expendi- 
ture in  public  elementary  and  secondary  schools  in  the 
United  States.  Projected  federal  assistance  to  Montana, 
assuming  11,465  students  as  identified  at  February  1,  1978 
and  inflation  at  7.38  percent  annually,  is  as  follows: 


50 


Projected  Federal  Assistance 
To  Montana  Under  P.L.  94-142 

Year                                   Percent  of  Education  Costs 

Amount** 

197778 

$    720,000 

197879                                                 10 

1,827,500 

197980                                                 20 

3,925,600 

198081                                                 30 

6,321,800 

198182                                                 40 

9,052,800 

'Flat  amount  not  less  than  federal  assistance  received  in  the  prior  fiscal  year. 

"Subject  to  appropriations  by  congress. 

Source:    Compiled  by  the  Office  of  the  Legislative  Auditor  considering  average  cost  of  education 
country-wide  of  $1594  per  student  for  1 976-77  and  inflation  at  7.38  percent  annually. 

Illustration  3  1 


The  state  received  $720,000  in  assistance  for  fiscal  year 
1976-77.  The  same  amount  was  received  in  fiscal  year  1977- 
78  because  of  a  protection  clause  in  the  law  which  assured 
that  no  state  would  receive  less  than  prior  allocations. 

The  federal  assistance  extended  to  the  states  under 
Public  Law  94-142  is  generally  limited  to  new  programs  for 
which  there  is  no  state  money  available  —  federal  funds 
cannot  be  used  to  supplant  existing  funds.  This  limitation 
presents  a  difficult  distribution  question  for  the  state 
since   state   funds   are   available  for  any  required  special 


51 


education  need.  The  state  can  obtain  a  waiver  of  the  re- 
quirement regarding  nonsupplanting  from  the  U.S.  Department 
of  Health,  Education,  and  Welfare  to  enable  supplanting  of 
state  funds.  Obtaining  such  a  waiver  requires  filing  a 
petition  with  the  department  citing  specific  data,  sup- 
posedly the  most  important  factor  being  that  all  eligible 
children  are  receiving  appropriate  special  education  serv- 
ices. OPI  special  education  officials  suggest  that  Montana 
could  be  the  first  state  to  be  granted  such  a  waiver.  This 
is  because  the  state  law  requires  that  special  education  be 
made  available  to  all  handicapped  students  and  the  100 
percent  financing  of  local  programs  has  been  conducive  to 
meeting  that  requirement.  OPI  believes  all  school  districts 
are  providing  special  services  to  all  eligible  children; 
thus,  the  state  may  qualify  for  the  waiver.  However,  OPI  has 
not  yet  requested  a  waiver. 

Current  State  Support  of  Special  Education 

The  state  of  Montana  supports  the  school  districts  that 
have  implemented  special  education  programs  by  funding  100 
percent  of  the  additional  costs  of  providing  special  educa- 
tion services  plus  a  number  of  indirect  costs  which  do  not 
directly  affect  the  special  education  programs.  The  state 
does  not  generally  finance  the  cost  of  providing  facilities 
for  special  education  classrooms.  After  the  counties  levy 
the  mandatory  property  taxes,  and  the  school  districts  use 
the  maximum  permissive  property  tax  levies,  the  state  adds 
the   individual   special   education  budgets   to   the   regular 


52 


education  programs.  Special  education  is  then  funded  from 
the  earmarked  revenue  account  and  any  necessary  legislative 
appropriations  as  part  of  the  foundation  program  and  the 
maximum  budget  without  a  vote.  An  exception  to  the  100 
percent  state  support  of  additional  costs  of  special  educa- 
tion classes  occurs  when  school  districts  fail  to  use  the 
full  permissive  levy.  Within  the  complexities  of  funding 
the  foundation  program  and  the  maximum  budget  without  a 
vote,  any  district  which  does  not  use  its  permissive  levy, 
automatically  pays  for  20  percent  of  any  special  education 
program  costs.  According  to  OPI  officials,  58  districts 
which  did  not  use  their  maximum  permissive  levies  paid 
$215,000  for  special  education  during  fiscal  year  1977-78. 
The  remainder  was  paid  by  the  state. 

Illustration  v3-2  shows  the  state  distribution  of  spe- 
cial education  funds  to  the  school  districts  since  fiscal 
year  1970-71. 

The  use  of  the  foundation  program  and  maximum  budget 
without  a  vote  to  provide  financial  support  for  special  edu- 
cation in  Montana  has  eliminated  legislative  fiscal  control 
over  state  distributions  to  the  school  districts.  Each 
legislative  session  the  legislature  appropriates  general 
fund  monies  to  support  the  foundation  program  and  the  maxi- 
mum budget  without  a  vote.  The  maximum  support  for  the 
regular  education  programs  is  controlled  by  establishing  the 
amount  of  financial  support  the  state  will  provide  school 
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DISTRIBUTION  OF  SPECIAL  EDUCATION  FUNDS 
TO  SCHOOL  DISTRICTS  BY  FISCAL  YEAR 

Fiscal 
Year 

Approved 
Budget 

State 
Distributions 

197071 

$  4,465,808 

1971  72 

5,676,340 

197273 

Not  Available 

197374 

10,115,524 

197475 

$   13,446,000  (Est.) 

13,446,00.0 

197576 

17,832,000 

16,515,978  * 

197677 

20,703,000 

18,814,673  * 

197778 

24,328,000 

22,272,491  * 

197879 

28,339,899 

Unknown 

'The  distributions  are  reduced  by  prior  year  unspent  special  education  funds 

Source:    Compiled  by  the  Office  of  the  Legislative  Auditor  from  data  provided  by  the  Office  of 

Public  Instruction  and  data  contained  in  the  Interim  Study  Report  by  the  Joint  Com 

mittee  on  Education,  Special  Education  for  the  Handicapped  December  1973.  Montana 

Legislative  Council. 

Illustration  3  2 


districts  for  each  student  in  attendance  (Section  75-6905, 
R.C.M.  1947).  This  procedure  effectively  limits  the  distri- 
bution of  state  funds  for  regular  education.  However,  no 
such  limitation  exists  for  state  funding  of  special  educa- 
tion. Illustration  3-3  shows  the  state  procedure  for  fund- 
ing both  regular  and  special  education. 
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Montana  Elementary 
School  District  Budget 


Without  Special 
Education 


With  $20,000  Special 
Education  Program 


Voted  Levy 


TOTAL 
$100,000 


$20,000<^ 


■  /  /  •  /  /  /  /'/  /  *  ■ 

■  /  ■ .  ////  s</ 


Foundation 
Program 


$80,000  <£ 


TOTAL 
$120,000 


$24,000  <^ 


Maximum  Budget 
Without  a  Vote 
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9  mills    ' 
state  revenue 


$96,000 


< 


;> 


25  mills  + 
state  revenue 


£ 


Voted  Levy 


'<-yJ&J&&-;\ 


Spec.  £d. 

ste.000 


Foundation 
Program 


} 


Maximum  Budget 
Without  a  Vote 


9  mills  + 
state  revenue 


J>  Spec    Ed 
$20,000 


) 


25  mills  + 
state  revenue 


Figure  1 


Figure  2 


NOTE: 

A  state  wide  property  tax  may  be  levied  for  a  deficiency  in  either  the  Foundation  Pro 
gram  or  the  state  share  of  the  permissive  amount  if  school  district  requirements  exceed 
funds  available  in  the  earmarked  revenue  account. 


Source:    Office  of  Public  Instruction 
Illustration  3  3 
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The  illustration  shows  two  instances  of  potential 
deficiency  levies  —  for  the  foundation  program  and  the  per- 
missive aid.  The  state  is  required  by  law  (Sections  75-6921 
and  6922,  R.C.M.  1947)  to  support  the  school  districts  at 
specified  levels.  Any  deficiency  of  available  funds  in  the 
earmarked  revenue  account  needed  to  support  the  specified 
level  of  education  requires  the  state  to  impose  a  state-wide 
property  tax  levy  on  all  taxable  property.  Since  the  legis- 
lature does  not  establish  a  spending  limitation  for  special 
education  and  because  funding  is  through  the  foundation  and 
the  maximum  budget  without  a  vote,  the  school  districts  can 
create  situations  that  cause  the  state  to  impose  a  defi- 
ciency levy.  The  deficiency  levy  is  initiated  by  the  De- 
partment of  Revenue  under  provisions  of  law  (Sections  75- 
6921  and  6922,  R.C.M.  1947)  which  require  the  state  to  meet 
school  district  funding  needs  for  specified  foundation  and 
permissive  aid  levels  (See  Illustration  3-3). 

The  typical  limitations  of  state  funding  imposed  by  the 
appropriation  process  do  not  exist  for  special  education 
expenditures.  Although  the  legislature  does  not  set  a  total 
dollar  limitation  for  regulation  education,  it  does  estab- 
lish the  "maximum  budget  without  a  vote"  for  each  student  in 
attendance  and  will  provide  state  aid  only  up  to  that  limi- 
tation. Any  district  creating  education  programs  costing  in 
excess  of  that  level  must  do  so  by  a  voted  levy. 
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Illustration  3-4  is  presented  to  show  the  total  state 
support  provided  during  school  year  1977-78.  The  illus- 
tration shows  the  source  of  funding  and  the  distributions  in 
the  foundation  and  permissive  areas,  including  that  for 
special  education. 

During  the  last  legislative  session,  the  legislature 
appropriated  $72,700,000  from  the  general  fund  for  public 
school  support  during  the  1977-1979  biennium.  This  appro- 
priation was  intended  to  make-up  the  estimated  cost  of  state 
responsibilities  for  the  foundation  and  the  maximum  budget 
without  a  vote.  Although  special  education  is  not  set  out 
separately  as  a  line  item  appropriation  in  the  appropriation 
bill,  the  estimated  cost  was  considered  by  the  legislature. 
We  guestioned  OPI  officials  and  the  Legislative  Fiscal 
Analyst  to  ascertain  the  estimated  special  education  cost 
and  could  determine  only  that  increases  were  projected  at  7 
to  7.25  percent  over  the  budget  for  fiscal  year  1976-77. 
Assuming  the  higher  percentage,  the  estimate  for  the  bi- 
ennium would  be  $46,062,000.  The  actual  budgets  approved  by 
the  OPI  total  $52,668,000  for  the  biennium,  about  $6,606,000 
greater  than  anticipated.  The  approved  special  education 
budget  increased  17.4  percent  the  first  year  and  16.5  per- 
cent the  second  year.  Since  the  legislature  does  not  limit 
the  appropriation  for  support  of  the  special  education 
program,  the  school  districts  are  not  reguired  to  stay 
within  the  estimates  considered  by  the  legislature. 
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The  actual  approved  budget  for  the  school  districts 
during  the  first  year  of  the  biennium  exceeded  the  legis- 
lative estimate  by  $2,103,000.  This  unanticipated  increase 
caused  a  state-wide  deficiency  levy  for  school  year  1977-78. 
The  OPI  required  an  additional  $2,062,000  to  pay  the  full 
amount  of  the  state  permissive  share.  The  deficiency  levy 
was  lower  than  required  and  generated  a  total  of  $1,304,462 
as  shown  in  Illustration  3-4.  The  OPI  recently  estimates 
that  a  deficiency  levy  of  $6,485,000  is  necessary  during 
fiscal  year  1978-79  for  the  foundation  program.  The  higher 
special  education  budgets  contributed  substantially  to  this 
deficiency  levy. 

School  District  Budgets 

Montana  law  (Section  75-7813.1,  R.C.M.  1947)  specifi- 
cally provides  that  certain  allowable  costs  shall  be  per- 
mitted in  support  of  a  school  district's  budget.  These 
allowable  costs  can  be  categorized  into  direct  and  indirect 
costs.  Direct  costs  would  include  such  items  as  salaries  of 
persons  directly  involved  in  providing  special  education  to 
the  pupils,  directly  administering  special  education  pro- 
grams, and  directly  involved  in  the  evaluation  and  placement 
of  the  students.  They  also  include  supplies  which  are 
specifically  in  the  support  of  the  special  education  pro- 
gram, employee  benefits  directly  related  to  salaries  paid, 
and  specific  equipment  or  modifications  to  buildings  to 
assist  the  physically  handicapped.  Essentially  these  direct 
costs  relate  to  an  identifiable  cost  which  contributes 
directly  to  the  education  program  for  a  handicapped  child. 
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The  indirect  costs  which  are  allowed  by  the  law  in  a 
proportionate  or  percentage  relationship  in  the  special 
education  budget  are  as  follows: 

Superintendent's  salary; 

Administrative  and  clerical  salaries  of  the  school 
district; 

Administrative  supplies  for  the  school  district; 

Principals'  salaries; 

Shared  instructional  supplies; 

Library  salaries,  books  and  periodicals  and  other 
expenses; 

Plant  operations  and  maintenance; 

Food  service  costs  for  full-time  special  education 
students . 
Illustration  3-5  is  a  compilation  of  the  statewide  special 
education  budgets  for  all  school  districts  for  fiscal  year 
1977-78.  The  illustration  shows  the  direct  and  indirect 
cost  allowance  categories  and  the  amount  of  money  provided 
to  the  districts  on  a  statewide  basis. 

In  accounting  for  the  itemized  allowable  costs,  each 
school  is  reguired  to  have  an  accounting  system  which  accu- 
mulates costs  related  to  the  direct  cost  allowances.  No 
reguirement  exists  for  separate  accounting  for  the  indirect 
cost  allowance—the  indirect  cost  allowances  are  calculated 
in  determining  the  budget  and  that  amount  is  reported  as  ex- 
pended on  the  special  education  annual  expenditure  report. 
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Montana  School  District 

Special  Education  Budgets 

Fiscal  Year  1977-78 

Allowable  Costs 


Direct  Costs  Amount 

Special  education  aide  salaries  $  1,479,180 
Special  education  teachers  and  clinicians 

salaries  11,523,912 

Special  education  travel-mileage  138,686 

Tutorial  salaries  188,820 
Special  education  employee  benefits: 

Social  Security  899,409 

Teacher  Retirement  858,011 

Public  Employee  Retirement  102,670 

Unemployment  Compensation  63,803 

Special  education  instructional  supplies  366,100 

Special  education  support  salaries  1,710,243 

Special  education  support  clerical  salaries  382,150 

Support  service  travel-mileage  44,382 

Special  education  room  and  board  353,226 

Contracted  services  (special  education)  1,680,598 

Interest  on  Warrants  1 ,077 

Total  Direct  Costs  $19,792,267 

Combined  Direct  and  Indirect  Costs 

Insurance  (special  education  teachers  and 

shared  building  $   947,386 

Textbooks  105,406 
Other  expenses  (special  education  &  regular 

education  102,332 

Major  special  education  equipment  242,135 

Shared  remodeling  and  remodeling  for  the 

handicapped  44,235 

Total  Combined  Costs  $  1,441,494 

Indirect  Costs 

Administrative  salaries  $   305,547 

Administrative  clerical  salaries  29,164 

Administrative  supplies  16,125 

Principal  salaries  216,527 

School  clerical  salaries  75,369 

Library  salaries  47,594 

Library  books  and  periodicals  14,531 

Library  Other  expenses  5,052 

Shared  instructional  supplies  67,057 

Operation  of  plant  1,514,173 

Maintenance  of  plant  562,609 

School  food  services  13,684 

Student  body  salaries  and  other  expenses  41,946 

Capital  outlay-share  sites  8,389 

Capital  outlay-shared  buildings  20,289 

Capital  outlay-general  remodeling  23,825 

Rental  of  land  and  buildings  shared  68,335 

Other  Expenses  8  ,691 

Total  Indirect  Costs  $  3,038,907 

Previously  approved  emergency  budget  55 ,585 

TOTAL  Amount  Approved  $24,328,253 


Source:   Compiled  by  Office  of  the  Legislative  Auditor. 

Illustration  3-5 
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There  are  two  ways  of  allocating  funds  in  support  of 
new  programs  added  to  an  already  operating  education  system. 
The  first  is  payment  of  direct  costs  for  providing  the 
service  and  payment  of  a  percentage  of  indirect  costs  in- 
curred for  the  existing  education  system.  The  percentage 
for  indirect  cost  allocation  can  be  determined  on  a  number 
of  bases—number  of  special  education  students  to  total 
students,  number  of  special  education  teachers  to  total 
teachers,  or  the  number  of  special  education  classrooms  to 
total  classrooms.  Each  of  these  relationships  are  pre- 
scribed by  law  for  specific  cost  items  and  are  used  by  OPI 
for  allocating  funds  in  support  of  indirect  costs  to  the 
school  districts.  The  federal  government  uses  similar 
methods  in  allowing  indirect  costs  in  some  of  its  grant 
programs . 

The  other  method  of  allocating  funds  is  the  payment  of 
only  the  additional  costs  of  providing  the  service.  This 
allocation  is  based  on  the  concept  that  indirect  costs  of 
the  existing  education  system  will  continue  at  the  same  rate 
regardless  of  the  addition  of  a  new  program.  Further,  the 
decision  to  add  a  new  program  will  generally  relate  to  only 
the  additional  costs  to  the  system—not  the  direct  cost  plus 
already  incurred  indirect  costs  of  another  program. 

Although  the  method  prescribed  by  statute  (Section 
75-7813.1,  R.C.M.  1947),  is  a  proper  system  for  supporting 
special  education  in  the  state,  an  unfavorable  effect  is 
that  the  indirect  cost  allowances  supplant  expenses  of  the 
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regular  education  program.  These  costs  would  continue 
regardless  of  the  existence  of  a  special  education  program. 
Further,  there  is  generally  an  absence  of  additional  cost 
impact  to  these  areas  when  a  special  education  program  is 
initiated.  To  illustrate  this,  the  administrative  cost 
totaling  $305,547  for  superintendents'  salaries  does  not 
increase  in  the  school  district  because  special  education  is 
implemented.  Section  75-7813.1,  R.C.M.  1947,  allows  a 
school  district  to  receive  a  portion  of  the  salaries  for 
initiating  special  education  programs. 

Another  example  of  indirect  costs  which  do  not  usually 
increase  with  the  addition  of  special  education  are  the 
allowances  for  operation  and  maintenance  of  plant.  These 
two  allowances  are  calculated  on  the  basis  of  total  special 
education  classrooms  to  the  total  classrooms  in  the  school 
system.  The  total  statewide  budget  for  this  in  the  special 
education  budget  was  $2,076,782.  Most  of  these  schools  are 
heated  by  a  central  heating  plant  and  the  actual  operation 
and  maintenance  relative  to  the  special  education  classrooms 
does  not  increase  because  there  is  a  special  education  class 
being  conducted  in  those  rooms.  We  found  that  often  the 
rooms  being  used  are  space  designed  essentially  for  purposes 
other  than  education,  i.e.,  teacher  lounges,  nursing  rooms, 
or  supply  rooms.  We  also  found  that  space  in  hallways  was 
designated  for  special  education  use. 

In  addition  to  the  above,   a  number  of  the  indirect 
costs  allowed  in  the  budget  are  based  on,  and  received  as, 
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ANB  calculations  for  full-time  special  education  students — 
under  the  regular  ANB  program  the  state  shares  in  a  portion 
of  these  costs  by  distribution  of  the  foundation  moneys  to 
the  district  for  a  portion  of  the  education  costs  of  that 
student.  For  example,  library  service  expenses  are  deter- 
mined by  dividing  those  allowable  costs  by  the  total  number 
of  students  in  the  school  system.  This  cost  per  regular 
student  then  is  allowed  for  each  full-time  special  education 
student.  This  is  done  on  the  premise  that  full-time  special 
education  students  are  not  counted  in  the  regular  ANB,  and 
provides  reimbursement  to  the  district  for  foundation  sup- 
port it  would  ordinarily  get.  However,  these  costs  are  not 
associated  with  educating  full-time  special  education  stu- 
dents—these students  probably  will  not  use  library  serv- 
ices. Shared  instructional  supplies  is  another  example  of 
indirect  cost  allowance  calculated  on  the  same  basis.  Since 
a  direct  cost  allowance  exists  for  these  items,  the  instruc- 
tional supplies  for  handicapped  students  are  purchased 
directly  with  special  education  funds. 

These  indirect  allowable  costs  totaled  $3,038,907  for 
fiscal  year  1977-78,  plus  an  additional  amount  which  cannot 
be  readily  identified  in  those  cost  allowance  categories 
which  are  combinations  of  direct  and  indirect.  Under  the 
present  special  education  financing  system,  the  state  has 
chosen  to  relieve  the  districts  of  this  basic  educational 
responsibility   for   full-time   special   education   students. 
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This  varies  for  less  than  full-time  special  education  stu- 
dents that  are  mainstreamed  into  the  regular  classes  for 
those  subjects  for  which  they  have  adequate  academic  abil- 
ities. In  these  instances,  the  state  provides  for  the  addi- 
tional costs  incurred  outside  of  the  regular  classrooms. 
Budget  Analysis 

School  district  budgeting  for  special  education  is  an 
annual  process.  The  districts  begin  their  budgeting  early 
each  year.  The  Montana  special  education  rules  and  regula- 
tions require  that  the  local  school  districts  submit  budgets 
to  the  OPI  on  or  before  March  1  of  each  year.  These  same 
rules  and  regulations  require  the  Office  of  Public  Instruc- 
tion to  return  approved  budget  authority  to  the  school 
districts  by  the  following  April  l--a  month  period  for 
budget  analysis.  ^  We  observed  circumstances  which  suggest 
that  the  OPI  budget  analysis  could  be  more  effective;  the 
most  obvious  being  the  return  of  large  amounts  of  unspent 
budget  authority.  School  districts  reported  a  total  of 
$2,055,000  to  the  OPI  of  unused  budget  authority  granted  for 
fiscal  year  1976-77.  One  of  the  larger  districts  reported  a 
total  of  $670,000  of  unexpended  state  funds  —  almost  20 
percent  of  the  total  budget. 

During  our  audit  we  observed  what  we  considered  exces- 
sive staffing  in  comparison  to  student  caseload.  Early  in 
the  school  year  we  observed  teacher  workloads  which  were 
less  than  the  minimum  prescribed  for  establishing  programs. 
This  situation  would  continue  until  students  were  identified 
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as  being  handicapped.  Further,  we  observed  instances  where 
school  districts  split  classes  with  teachers  and  aides  at 
less  than  the  maximum  student  workload,  but  at  the  minimum 
specified  in  the  special  education  rules  and  regulations 
reference  manual.  According  to  an  OPI  official,  the  minimum 
student  caseloads  were  not  intended  to  allow  large  school 
districts  to  unnecessarily  increase  teachers  and  classrooms, 
but  were  set  low  specifically  to  enable  small  districts  to 
start  special  education  programs.  In  contrast,  some  of  the 
larger  districts  seem  to  use  the  low  minimum  to  expand  the 
number  of  classrooms,  even  though  it  was  intended  that  they 
would  have  larger  numbers  in  the  classrooms. 

Another  instance  where  less  than  maximum  student  case- 
loads were  observed  relates  to  alternative  schools  funded 
with  special  education  money.  An  alternative  school  serves 
students  who  dropout  or  refuse  to  attend  the  regular  high 
school  programs.  These  schools  are  an  alternative  to  the 
recommended  regular  program  for  students  who  probably  would 
not  complete  high  school  if  required  to  attend  the  regular 
high  school  program.  In  one  school  most  of  the  students 
were  classified  as  emotionally  disturbed—probably  mild 
handicaps  since  none  were  clinically  diagnosed  as  emotion- 
ally disturbed.  There  were  about  15  students  enrolled  in 
the  program  being  served  by  a  counselor  who  coordinated  the 
program,  a  half-time  secretary,  and  two  full-time  teachers. 
This  suggests  a  student  caseload  less  than  the  Montana 
maximum  caseload  of  12  emotionally  disturbed  students  per 
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teacher.  We  were  advised  that  the  local  board  has  subse- 
quently dropped  one  of  the  full-time  teaching  positions. 
Another  alternative  school  utilized  staffing  with  caseloads 
of  about  six  students  per  teacher. 

We  also  discovered  several  incorrect  budget  calcula- 
tions for  indirect  costs  which  allowed  the  districts  funding 
without  specific  accountability—the  indirect  costs  calcu- 
lated for  budget  purposes  are  automatically  reported  as 
expenditures  at  the  amount  approved  by  the  OP I.  An  example 
of  an  erroneous  calculated  allocation  of  insurance  costs 
occurred  when  a  school  district  applied  the  designated 
percentage  to  the  total  insurance  expense  of  the  district. 
Special  education  rules  and  regulations  provide  specifically 
that  this  calculation  applies  only  to  the  liability  insur- 
ance and  that  health  insurance  costs  for  district  employees 
are  to  be  excluded.  Because  of  this  erroneous  calculation, 
the  school  district  received  a  total  of  $15,905  more  than 
should  have  been  provided  for  two  fiscal  years--1976-77  and 
1977-78.  Another  school  district  made  multiplication  errors 
for  two  fiscal  years  and  rounded  a  percentage  upward  from 
7.7  to  8  percent.  The  effect  of  these  actions  on  the  build- 
ing operation,  maintenance,  and  insurance  allowances  was  an 
overpayment  of  $6,399.  In  addition,  the  school  district 
claimed  $13,400  for  rental  of  facilities  rented  after  fiscal 
year  1974-75--a  grandfather  clause  for  those  districts  which 
had  rented  facilities  under  the  previous  financing  systems. 
Under  this  section,   special  exemptions  can  be  granted  by 


67 


OPI.  However,  this  exemption  was  not  requested  nor  was  the 
need  for  exemption  recognized  by  OPI. 

The  OPI  approved  a  budget  expenditure  item  which  was 
contrary  to  specific  provisions  of  the  allowable  cost  sched- 
ule in  the  law  (Section  75-7813.1,  R.C.M.  1947).  In  the  one 
instance  the  budget  approval  for  one  school  district  in- 
cluded actual  expenses  for  operation  and  maintenance  costs 
while  the  law  and  the  state  rules  and  regulations  provide 
for  only  pro-rata  costs.  By  permitting  the  school  district 
actual  expenses,  the  allowance  paid  was  $34,000  more  than 
provided  by  law.  These  actual  costs  were  approved  because 
the  building  was  entirely  special  education  and  not  shared 
with  regular  education.  The  OPI  special  education  officials 
advised  that  this  budget  item  for  the  school  district  in- 
volved has  been  corrected  in  the  current  year  budget  to 
conform  with  provisions  of  the  law. 

A  more  intensive  budget  analysis  by  OPI  should  have 
revealed  the  above  improper  allowances  in  the  budgeting 
process.  During  these  years,  the  budget  analysis  was  done 
by  OPI  with  assistance  from  regional  center  personnel. 
During  fiscal  year  1977-78  there  were  255  budgets  submitted 
to  the  Office  of  Public  Instruction  for  $24,328,000.  The 
OPI  currently  utilizes  four  staff  members  to  perform  the 
function  of  budget  analysis  and  approval.  At  best,  the  one 
month  time  frame  allowed  for  approval  is  inadequate  and  the 
four  employees  cannot  perform  a  thorough  analysis. 
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Montana  statutes  do  not  specifically  provide  that  the 
state  will  fund  special  education  programs  for  100  percent 
of  the  school  district's  costs.  However,  analysis  of  the 
allowable  cost  schedule  (Section  75-7813.1,  R.C.M.  1947) 
indicates  that  the  various  expenses  of  special  education  are 
totally  funded  by  the  state.  Since  the  local  school  dis- 
trict does  not  incur  any  costs  for  a  program  which  they  are 
required  to  establish,  the  fiscal  responsibility  normally 
associated  with  the  budgeting  process  at  the  local  district 
is  somewhat  lessened.  The  main  expense  to  a  school  district 
starting  a  special  education  program  is  in  providing  facili- 
ties . 

The  absence  of  strict  fiscal  responsibility  was  ob- 
served in  several  ways  during  our  review  at  the  school 
districts.  Normal  budgeting  for  regular  education  is  based 
on  identified  students  and  known  workload.  In  regular 
education  additional  classrooms  are  not  provided  until  an 
absolute  identified  need  exists.  School  district  budgeting 
for  special  education  differs  in  the  sense  that  teachers  and 
classrooms  are  provided  without  specifically  identifying  the 
workload. 

OPI  special  education  officials  advise  that  teaching 
positions  are  not  approved  unless  handicapped  children  are 
identified.  However,  our  audit  showed  that  workloads  were 
not  identified.  The  OPI  budgeting  process  does  not  enable 
the  staff  to  visit  the  districts  to  verify  the  student 
workload  presented  in  the  school  district  budget  requests. 
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The  present  system  of  funding  virtually  precludes 
effective  budgetary  controls  by  the  OPI.  The  school  dis- 
tricts, by  law  (Section  75-7806,  R.C.M.  1947),  are  respon- 
sible for  providing  special  education  to  identified  students 
with  special  needs.  The  state,  by  law  (Section  75-7813.1, 
R.C.M.  1947),  provides  the  necessary  funding  but  requires 
OPI  staff  to  approve  the  budget  requests  of  each  district. 
Refusal  of  requested  budget  authority  is  extremely  difficult 
because  the  districts  are  in  the  best  position  to  know  what 
special  education  programs  are  necessary  and  have  the  statu- 
tory responsibility  to  provide  services.  We  have  been 
adivsed  by  an  OPI  official  that  school  districts  question 
his  authority  to  deny  a  budget  request.  This  is  based  on 
the  fact  that  the  law  provides  a  responsibility  to  the 
district  to  meet  special  education  needs  and  the  state  is 
mandated  to  fund  the  programs.  In  constrast  to  budget 
limitations  by  OPI,  one  school  district  official  said  they 
were  often  encouraged  to  start  new  programs  in  compliance 
with  the  state  law.  This  is  not  inconsistent  with  the  OPI 
responsibility  to  ensure  delivery  of  appropriate  special 
educational  services  where  needs  are  determined.  Analysis 
of  budget  approval  actions  for  the  fiscal  year  1977-78 
school  year  showed  35  budgets  with  no  change,  77  budgets 
with  increases,  and  126  budgets  with  decreases.  The  net 
effect  from  the  original  school  district  requests  was  an 
increase  of  about  $75,000.  The  total  approved  budgets  for 
fiscal  year  1977-78  was  $24,328,000.   The  budget  approval 
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actions  for  fiscal  year  1978-79  showed  49  budgets  which 
remained  the  same  as  requested,  19  budgets  which  were  in- 
creased, and  189  budgets  which  were  decreased.  The  net 
effect  of  the  budget  review  and  approval  process  was  a 
decrease  of  about  $386,000  from  the  original  budget  re- 
quests. The  total  approved  budget  for  fiscal  year  1978-79 
was  $28,339,899. 

The  present  system  of  funding  special  education  lacks 
normal  fiscal  restraint  which  generally  exists  for  govern- 
ment spending.  The  100  percent  state  funding  of  a  local 
education  responsibility  removes  the  fiscal  restraint  im- 
posed by  local  tax  burdens  which  school  boards  generally 
must  consider  when  setting  budgets.  OPI  officials  advise 
that  additional  staff  for  the  next  biennium  has  been  re- 
quested to  assist^  in  budget  monitoring.  However,  with  the 
local  districts  responsible  for  determining  and  providing 
education  needs,  it  is  questionable  whether  OPI  could  pro- 
vide effective  budget  analysis  and  deny  requested  funding 
even  with  additional  staff. 

Alternative  Financing  Systems 

Montana  uses  a  financing  system  which  provides  for 
prior  approval  of  school  district  budgets  for  program  costs 
necessary  to  serve  identifiable  handicapped  children.  A 
1976  discussion  paper  indicated  Montana  was  one  of  five 
states  which  used  a  system  of  prior  approval  of  costs. 


Funding  Alternatives  for  Special  Education  in  Con- 
necticut, Les  Horvath,  October  1976. 


71 


Other  systems  identified  are:  (1)  weighted  per  pupil  allo- 
cations--13  states;  (2)  fixed  sum  per  unit  of  instruction--6 
states;  (3)  straight  sum  allocations  based  on  child  count  by 
category--2  states;  (4)  personnel  reimbursement  in  specific 
amounts  for  staff--9  states;  and  (5)  excess  cost  of  edu- 
cating handicapped  children--12  states.  Some  of  these 
systems  rely  on  student  counts  and  the  allocation  of  pre- 
determined amounts.  Another  variation  is  that  some  are 
reimbursed  upon  completion  of  the  year  and  some  distribute 
financing  prior  to  expenditure. 

The  system  of  prior  approval  has  been  explained  in 
preceding  sections  of  this  chapter.  This  system  relies  on  a 
budget  analysis  process  similar  to  the  Montana  process,  and 
payment  of  a  percentage  of  estimated  costs  of  approved 
programs.  The  weighted  per  pupil  system  of  allocation 
relies  on  predetermined  identification  of  the  cost  of  pro- 
viding special  education  to  each  eligible  handicap.  School 
districts  receive  financing  based  on  identified  handicapped 
students,  but  at  different  levels  for  each  type  of  handicap-- 
the  more  costly  handicaps  receive  larger  amounts.  Such  a 
system  recognizes  the  types  of  handicaps  experienced  by  each 
school  district  but  does  not  require  budget  analysis  for 
approval  of  district  expenditures.  The  straight  sum  finan- 
cing system  is  similar  to  the  weighted  per  pupil  method  in 
that  it  relies  on  student  counts  and  predetermined  amounts. 
Although   it  does  not  necessarily  recognize  the  different 
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education  costs  required  for  the  various  handicaps  and  the 
severity  of  handicaps,  it  may. 

The  system  of  allocation  for  each  unit  of  instruction 
is  based  on  establishment  of  a  classroom.  Often  the  case- 
load is  prescribed  for  the  unit.  A  fixed  predetermined 
amount  is  distributed  for  each  qualifying  unit  of  instruc- 
tion. The  reimbursement  may  cover  instruction,  administra- 
tion, and  transportation.  The  personnel  reimbursement 
method  provides  specific  amounts  for  staff  employed  to 
provide  or  assist  in  special  education  programs.  The  reim- 
bursement can  relate  only  to  personnel  costs,  or  may  include 
other  costs  associated  with  education.  These  methods  of 
finance  allocation  do  not  require  budget  analysis. 

The  excess  cost  method  of  allocating  financial  assist- 
ance to  school  districts  considers  the  average  cost  per 
pupil  in  regular  education  in  relation  to  the  average  cost 
per  pupil  in  special  education.  The  excess  cost  is  deter- 
mined by  deducting  the  average  regular  education  cost  per 
pupil  from  the  average  special  education  cost  per  pupil. 
Normally,  a  percent  of  this  excess  cost  is  reimbursed  to  the 
school  districts.  This  method  thus  requires  the  school 
districts  to  bear  the  normal  costs  of  education. 

An  additional  variation  which  several  states  have  used 
to  limit  state  distributions  to  school  districts  is  through 
specific  appropriations  for  special  education.  These  states 
then  support  distributions  in  accordance  with  the  prescribed 
formula  until  appropriated  funds  are  depleted.   A  ceiling 
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imposed  by  legislative  appropriation  may  require  a  proration 
of  available  funds  at  a  level  lower  than  prescribed  by  the 
formula  because  school  districts'  special  education  programs 
may  exceed  levels  anticipated  by  the  legislature. 

The  above  discussion  suggests  a  varying  percentage  of 
state  contribution  to  local  education  agencies  in  support  of 
special  education.  A  1977  publication  by  the  National 
Association  of  State  Directors  of  Special  Education  identi- 
fied the  percent  of  contribution  of  29  states  to  school 
districts  in  support  of  special  education  programs.  Illus- 
tration 3-6  shows  participation  by  these  states. 

Data  was  not  available  for  20  other  states.  The  range 
of  participation  as  shown  in  the  state  profiles  publication 
is  from  23  percent  to  100  percent.  Hawaii  is  the  only  state 
listed  that  provides  100  percent  support  of  special  educa- 
tion programs.  However,  Hawaii's  percentage  is  different  in 
that  all  education  is  provided  under  a  state  administered 
education  system.  Another  state,  Alaska,  is  very  close  with 
a  98  percent  participation.  The  Montana  participation  rate 
is  100  percent  of  the  cost  of  special  education  programs 
except  for  districts  which  do  not  use  their  maximum  permis- 
sive levies.  Of  the  $24,328,000  special  education  budget 
for  fiscal  year  1977-78,  $215,000  was  paid  by  school  dis- 
tricts . 
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SUMMARY 

The  present  state  system  of  financing  special  education 
programs  in  the  school  districts  has  been  conducive  to 
establishment  of  special  education  for  meeting  the  needs  of 
handicapped  children,  but  seemingly  at  the  expense  of  effec- 
tive fiscal  control.  The  legislative  fiscal  control  which 
exists  for  distribution  of  state  funds  in  support  of  regular 
education  programs  is  not  present  for  the  special  education 
program. 

Based  on  the  disclosures  of  our  audit,  we  believe  an 
alternative  system  of  financing  special  education  within  the 
state  is  necessary  and  would  eliminate  some  of  the  problems 
observed.  In  Chapter  II  we  discussed  numerous  instances 
where  the  school  districts  had  spent  special  education  funds 
contrary  to  restrictive  provisions  of  the  OPI  rules  and 
regulations.  Continuation  of  the  present  system  of  allow- 
able costs  requires  a  continual  audit  effort  to  assure 
compliance  with  applicable  laws. 

In  addition,  in  this  chapter  we  have  commented  about 
deficiencies  in  the  budget  analysis  process.  These  included 
instances  where  OPI  budget  analysis  failed  to  disclose  im- 
proper requests  from  the  school  districts,  and  where  school 
district  staffing  patterns  appeared  excessive  in  relation  to 
identified  handicapped  children.  The  budget  analysis  proc- 
ess was  hampered  by  the  short  time  frame  available  for 
budget  approval,  a  limited  number  of  OPI  staff,  and  a  com- 
plex budget  system  requiring  prior  approval. 
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An  overriding  factor  which  influences  effectiveness  of 
OPI  budget  control  relates  to  the  dual  responsibility  exist- 
ent in  the  system.  The  OPI  is  designated  as  having  approval 
authority  for  both  budgets  and  special  education  programs, 
and  responsibility  for  funding  special  education  in  the 
districts.  However,  the  local  school  districts  have  the 
ultimate  responsibility  for  meeting  the  educational  needs  of 
handicapped  children.  The  districts  are  in  a  better  posi- 
tion to  determine  needed  programs  and  apparently  question 
the  right  of  OPI  to  deny  requests  to  fund  those  identified 
needs.  The  fact  that  the  state  is  required  to  fund  100 
percent  of  the  local  district  special  education  programs 
further  compounds  the  budgeting  problem.  The  normal  incen- 
tive of  local  tax  burdens  influence  on  the  board  of  trustees 
is  nonexistent  for  special  education  budgeting  and  thus 
substantially  reduces  local  fiscal  responsibility.  Most 
states  require  local  participation  in  the  funding  of  special 
education  programs. 

There  are  alternative  financing  systems  available  which 
would  eliminate  the  need  for  budget  analysis  and  prior  ap- 
proval by  OPI,  and  which  would  restore  fiscal  responsibility 
to  the  local  districts.  The  weighted  per  pupil  allocation 
or  other  comparable  system  based  on  identified  handicapped 
children  would  meet  the  individual  needs  of  the  Montana 
school  districts  but  would  eliminate  the  need  for  prior  ap- 
proval and  analysis  of  budgets  at  the  state  level.  The 
distribution  of  predetermined  amounts  for  each  student  would 


77 


also  provide  legislative  control  similar  to  that  exercised 
over  regular  education  programs  and  assure  a  closer  evalua- 
tion of  special  education  programs  by  local  school  boards- 
programs  costing  in  excess  of  those  available  from  state 
funding  would  be  at  the  expense  of  the  local  taxpayers.  Use 
of  such  an  alternative  does  not  necessarily  mean  that  state 
support  of  education  would  be  less  than  the  present  levels 
since  the  legislature  would  have  the  flexibility  of  increas- 
ing state  distributions  of  amounts  for  both  regular  ANB  and 
special  education. 

The  OPI  has  recently  developed  a  cost  identification 
system  which  shows  the  cost  of  providing  service  to  each 
type  of  eligible  handicap.  The  implementation  of  a  weighted 
per  pupil  or  other  similar  system  should  be  strengthened  by 
periodic  monitoring  of  district  costs  to  determine  propriety 
of  allocations  per  handicapped  student,  and  of  district 
child  placements  to  assure  propriety  of  child  counts. 
Deletion  of  the  budget  analysis  associated  with  prior  ap- 
proval of  allowable  costs  should  free  OPI  staff  for  the 
above  and  other  monitoring  needs  (discussed  in  Chapter  IV). 

In  conclusion,  we  believe  that  a  more  effective,  and 
less  burdensome,  system  of  allocating  special  education 
finances  to  the  school  districts  is  necessary.  Further,  we 
believe  the  new  system  should  incorporate  local  participa- 
tion to  enhance  fiscal  responsibility. 
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RECOMMENDATION 

We  recommend  that  legislation  be  enacted  which  would: 

1.  Change    the    funding    distribution    formula   to   a   weighted 
per  pupil  or  similar  system. 

2.  Require    a    percentage    of   funding   participation   by   local 
school  districts. 
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Chapter  IV 
SUPERVISION  BY  OFFICE  OF  PUBLIC  INSTRUCTION 

The  Superintendent  of  Public  Instruction  is  designated 
by  statute  (Section  75-7803,  R.C.M.  1947)  as  being  respon- 
sible for  the  supervision  and  coordination  of  the  conduct  of 
special  education  in  the  state.  This  includes  the  promul- 
gation of  special  education  rules  and  regulations  (Section 
75-7802(2),  R.C.M.  1947),  the  approval  of  school  district 
special  education  classes  and  programs  (Section  75-7811, 
R.C.M.  1947),  and  the  approval  of  school  district  special 
education  budgets  (Section  75-7813.1(1),  R.C.M.  1947).  In 
addition,  federal  rules  and  regulations  require  the  state 
education  agency  to  monitor  and  evaluate  school  districts  to 
assure  compliance  with  federal  rules  and  regulations.  Thus, 
OPI  has  overall  supervision  and  monitoring  responsibilities 
for  the  special  education  programs  within  Montana. 
Definition  Of  Learning  Disabled  And  Emotionally 
Disturbed  Handicaps 

While  attempting  to  verify  eligibility  for  placement  of 
students  in  special  education  programs,  it  became  apparent 
that  the  definitions  for  learning  disabled  and  emotionally 
disturbed  handicaps  are  not  clear.  School  districts  apply 
differing  interpretations  to  the  Office  of  Public  Instruc- 
tion rules  and  regulations  regarding  placement  eligibility 
for  these  particular  handicaps.  Much  of  the  misinterpre- 
tation can  be  attributed  to  the  fact  that  experts  do  not 
agree  on  the  definition  of  a  learning  disability.   A  special 
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report  by  the  National  School  Public  Relations  Association, 
Educating  All  the  Handicapped,  states  that  many  experts 
frankly  doubt  the  widespread  existence  of  learning  dis- 
abilities. A  discussion  of  the  various  rules  and  regula- 
tions and  their  application  in  Montana  will  demonstrate  the 
vagueness  of  definitions  of  these  two  handicaps. 

The  U.S.  Department  of  Health,  Education  and  Welfare 
has  not  specifically  defined  a  learning  disability.  Public 
Law  94-142  provides  that  a  specific  learning  disability 
means  a  disorder  in  one  or  more  of  the  basic  psychological 
processes.  The  current  rules  and  regulations  developed  by 
the  Department  of  Health,  Education  and  Welfare  provide  that 
a  child  has  a  specific  learning  disability  if  the  child  does 
not  achieve  commensurate  with  age  and  ability  levels  in  one 
or  more  of  seven  specific  areas  and  that  there  must  be  a 
severe  discrepancy  between  achievement  and  intellectual 
ability  in  any  one  of  the  seven  areas.  However,  the  current 
regulations  do  not  define  what  a  severe  discrepancy  between 
achievement  and  ability  is.  The  prior  rules  and  regulations 
recognized  the  fact  that  the  specific  learning  disabilities 
were  difficult  to  identify  and  established  a  limitation  of 
two  percent  of  the  school's  population  as  a  means  of  limit- 
ing the  payment  for  federal  assistance  to  the  states.  At 
one  point,  the  Department  of  Health,  Education  and  Welfare 


Educating  All  The  Handicapped,  National  School  Public 
Relations  Association,  1977,  p.  72. 
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attempted  to  identify  students  through  means  of  a  formula. 
That  formula  has  since  been  deleted  from  its  regulations 
because  it  was  unworkable.  The  former  regulations  also 
defined  a  severe  discrepancy  as  being  performance  50  percent 
below  the  ability  level  —  the  student's  functioning  level  is 
50  percent  below  his  measured  intellectual  ability.  The 
most  recent  federal  rules  and  regulations  for  identification 
of  learning  disabled  children,  included  commentary  that  it 
was  desirable  to  retain  the  two  percent  limit  on  learning 
disabled  students  for  two  reasons:  (1)  because  learning 
disabilities  are  difficult  to  define  based  on  current  knowl- 
edge; and  (2)  because  of  the  need  for  extensive  research  to 
be  conducted  before  a  universally  accepted  definition  can  be 
created.  Due  to  these  shortcomings,  it  was  desirable  that  a 
limit  be  placed  on  the  number  of  children  eligible.  How- 
ever,  this  limit  was  rejected  with  the  comment  that  it  was 
almost  universally  acknowledged  that  there  is  a  need  for 
continued  research  on  the  nature  and  treatment  of  specific 
learning  disabilities. 

The  state  definition  of  a  learning  disabled  child  is 
likewise  somewhat  ambiguous.  The  state  definition  requires 
the  identification  of  a  dysfunction  in  psychological  proc- 
essing of  perception,  discrimination,  understanding,  atten- 
tion, recall,  language  and  the  ability  to  listen,  think, 
read,  speak,  write  and  perform  mathematical  calculations  and 
a  significant  discrepancy  between  the  person's  potential  and 
actual  performance  in  one  or  more  of  the  basic  academic 
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areas.  In  speaking  with  psychologists,  we  were  advised  that 
it  is  easy  to  identify  a  dysfunction  in  psychological  proc- 
essing. Some  have  described  processing  dysfunctions  as 
simply  differences  between  individuals.  One  psychologist 
advised  that  he  would  prefer  that  the  psychological  proc- 
essing dysfunction  requirement  be  dropped  from  the  state 
definition,  simply  because  it  is  not  meaningful  to  make  that 
determination . 

The  state  definition  of  a  significant  discrepancy  is 
just  as  ambiguous--there  is  no  means  provided  for  quanti- 
fying the  discrepancy  between  the  student's  potential  and 
actual  performance  in  basic  academic  areas.  The  OPI  special 
education  rules  and  regulations  suggest  a  two  percent  limi- 
tation and  a  50  percent  functional  discrepancy  between  ex- 
pected achievement  and  actual  achievement  to  school  dis- 
tricts. However,  these  are  not  absolute  impositions  upon 
the  school  districts. 

In  evaluating  the  placement  of  students  into  special 
education,  we  observed  a  substantial  difference  in  placement 
criteria  used  between  districts  for  two  handicaps  —  learning 
disabled  and  emotionally  disturbed.  Some  districts  chose  to 
limit  the  placement  of  students  to  only  those  who  had  severe 
disabilities  as  contrasted  to  other  districts  who  seem  to  be 
much  more  liberal  in  their  placement  policies.  This  seeming 
difference  can  be  observed  in  the  interpretation  of  the  OPI 
rules  and  regulations  related  to  special  education.  Some  of 
the   key   problems  which  we  observed  relate  to  inadequate 
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definitions  of  the  handicap.  As  noted,  there  is  a  signifi- 
cant difference  between  districts  for  placement  into  special 
education,  and  the  decision  for  placement  becomes  highly 
judgmental  on  the  part  of  the  district.  A  school  district 
may  exercise  considerable  discretion  for  these  highly  judg- 
mental placements.  This  permits  a  school  district  to  place 
students,  whereas  the  same  students  would  be  considered  as 
regular  education  students  in  other  districts. 

We  identified  that  the  percent  of  learning  disabled  to 
total  student  population  for  the  districts  included  in  our 
review  was  2.9  percent--3.4  for  elementary  and  1.9  for 
secondary.  This  percent  ranged  from  a  high  of  10.6  to  a  low 
of  zero  percent.  We  also  observed  inconsistant  application 
of  the  50  percent  criteria  for  defining  the  significant 
functional  discrepancy.  Another  difference  of  interpreta- 
tion related  to  slow  learners--a  classification  where  the 
child  is  capable  of  performance  within  or  above  the  average 
range  of  learning  potential.  Some  school  districts  would 
not  place  a  child  as  learning  disabled  unless  the  child  had 
average  intelligence  while  others  chose  to  place  students 
whose  tested  intelligence  was  well  below  average  measuring 
near  the  intelligence  quotient  of  mentally  retarded  stu- 
dents . 

The  definition  of  the  emotionally  disturbed  handicap 
also  has  some  ambiguities.  The  federal  definition  of  a 
emotionally  disturbed  handicap  describes  the  students  as 
seriously  emotionally  disturbed.   In  developing  the  Montana 
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definition,  the  school  psychologists  who  participated  in  the 
process  deleted  the  word  "seriously."  This  was  principally 
because  the  school  psychologists  do  not  like  labeling  a 
student  emotionally  disturbed  and  particularly  wish  to  shy 
away  from  calling  a  student  seriously  emotionally  disturbed. 
Apparently  the  handicap  is  not  intended  to  be  limited  to 
only  those  students  who  have  been  clinically  diagnosed  as 
emotionally  disturbed—autistic,  psychotic,  sociopathic  or 
schizophrenic.  However,  in  discussing  the  definition  with 
Office  of  Public  Instruction  special  education  officials, 
they  believe  that  the  definition  has  an  inherent  conflict  in 
one  part  which  describes  a  characteristic  of  emotionally 
disturbed  as  an  inability  to  build  or  maintain  satisfactory 
interpersonal  relationships  with  peers  and  teachers.  The 
definition  later  provides  that  the  term  does  not  include 
children  who  are  socially  maladjusted.  State  special  educa- 
tion officials  cannot  define  who  socially  maladjusted  chil- 
dren are  and  believe  that  that  portion  of  the  definition  may 
be  in  conflict  with  the  inability  to  build  satisfactory 
relationships . 

One  school  district  which  we  reviewed  seemed  to  be  very 
liberal  in  its  application  of  the  emotionally  disturbed 
definition.  In  that  school  district  it  seemed  that  the 
single  most  prevelant  characteristic  of  the  students  placed 
in  the  special  education  program  as  emotionally  disturbed 
was  the  lack  of  desire  to  attend  school.  This  was  supported 
by  a  number  of  school  interest  inventory  tests  and  personal 
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interest  inventory  tests  which  showed  the  student  didn't 
want  to  go  to  school  and  did  not  have  a  very  high  opinion  of 
himself.  In  that  instance,  the  school  psychologist  advised 
that  these  students  would  not  be  categorized  as  emotionally 
disturbed  if  they  were  solely  evaluated  on  the  basis  of  a 
clinical  analysis.  We  were  further  advised  by  Office  of 
Public  Instruction  officials  that  one  school  district 
rather  than  concerning  itself  with  the  problem  of  exceeding 
the  two  percent  criteria,  chose  to  classify  the  handicapped 
students  as  emotionally  disturbed  as  contrasted  to  learning 
disabled.  This  being  principally  because  the  emotionally 
disturbed  criteria  does  not  have  a  2  percent  limitation  on 
the  numbers.  Most  school  districts  did  not  include  students 
as  emotionally  disturbed  unless  they  could  be  so  defined  by 
a  clinical  evaluation.  The  psychological  consultant  we 
employed  to  evaluate  psychological  services  in  the  school 
districts  commented  that  these  two  handicaps  were  not  well 
described.  The  consultant  attributed  the  problem  partially 
to  vagueness  within  psychological  circles  and  partially  with 
the  state  definitions.  The  consultant  reported  further  that 
the  vague  definitions  resulted  in  a  considerable  number  of 
children  being  misclassified  as  learning  disabled.  One 
school  official  suggested  that  students  with  emotionally 
disturbed  handicaps  were  probably  mostly  unserved. 

RECOMMENDATION 

We    recommend    that    the    Office    of    Public    Instruction    improve    the 

definitions     of    both     learning     disabled     and     emotionally    disturbed 

handicaps. 
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Program  Monitoring 

Montana  statute  (Section  75-7802,  R.C.M.  1947),  re- 
quires that  special  education  programs  in  the  school  dis- 
trict be  conducted  in  compliance  with  policies  recommended 
by  the  Superintendent  of  Public  Instruction  and  adopted  by 
the  Board  of  Public  Education.  Further,  the  law  (Section 
75-7803,  R.C.M.  1947),  directs  the  Superintendent  of  Public 
Instruction  to  supervise  and  coordinate  the  conduct  of 
special  education  in  the  state.  Federal  rules  and  regula- 
tions governing  the  receipt  of  moneys  by  the  state  of  Mon- 
tana for  use  in  special  education  require  that  the  Superin- 
tendent of  Public  Instruction  monitor  special  education 
programs.  The  federal  requirement  stems  largely  from  a  need 
to  assure  that  the  provisions  of  the  federal  law  and  the 
federal  rules  and  regulations  assuring  proper  evaluation, 
services  and  protection  to  parents  and  students  are  met. 

The  Office  of  Public  Instruction  in  the  past  had  a 
program  for  reviewing  and  monitoring  the  school  districts. 
This  program  consisted  of  teams  made  up  of  available  school 
district  and  state  personnel.  Another  means  of  conducting 
program  reviews  in  the  school  districts  was  through  state 
employees  who  were  situated  in  regional  service  centers. 
The  employees  of  the  regional  service  centers  generally 
provided  program  review  of  smaller  school  districts  which 
they  served  as  a  regional  center.  Our  contact  with  school 
districts  who  had  experienced  program  reviews  suggested  that 
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the  assistance  granted  by  these  teams  was  helpful  for  admin- 
istering the  local  district  program.  Many  of  the  program 
review  reports  show  that  the  same  deficiencies  which  we 
observed  were  disclosed  by  the  program  review  teams  and 
regional  service  center  personnel. 

During  the  audit  we  found  most  of  the  teachers  and 
administrators  of  special  education  programs  wanted  any 
assistance  which  could  be  extended  to  them.  Those  that  had 
experienced  program  review  expressed  satisfaction  that  the 
assistance  granted  was  valuable  and  worthwhile  in  the  con- 
duct of  their  programs.  The  single  exception  to  the  recep- 
tivity of  these  program  reviews  was  the  negative  overtone 
employed  by  some  of  the  review  staff.  Some  officials  of 
the  school  districts  expressed  concern  that  the  program 
reviews  should  be  more  of  a  positive  reinforcement  of  their 
efforts  as  contrasted  to  a  negative  criticism  of  their 
failings . 

During  the  review  we  noted  that  several  school  dis- 
tricts had  requested  reviews  but  were  turned  down.  The 
discontinuance  of  the  previous  system  of  program  reviews 
probably  stemmed  from  a  bad  experience  which  the  Office  of 
Public  Instruction  had  with  a  school  district  which  objected 
very  strongly  to  the  deletion  of  part  of  their  special 
education  program.  The  Office  of  Public  Instruction  special 
education  officials  advised  that  no  program  reviews  had  been 
conducted  by  the  central  office  since  January  of  1977. 
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Files  show  that  the  Regional  Service  Centers  conducted  some 
program  reviews  in  the  smaller  districts  since  that  time. 

The  state  plan  which  the  Office  of  Public  Instruction 
submitted  to  the  U.S.  Department  of  Health,  Education  and 
Welfare  includes  a  section  on  monitoring  activity.  This 
plan  provides  that  special  education  program  reviews  be 
scheduled  to  provide  a  formal  on-site  visit  to  each  Montana 
school  providing  special  education  at  least  once  within  a 
three  year  period. 

In  previous  sections  of  this  report  we  discussed  the 
need  for  reducing  paperwork  and  deficiencies  in  the  evalua- 
tion and  child  study  team  process,  the  preparation  of  indi- 
vidualized education  programs,  and  placement  of  students  in 
the  learning  disabled  and  emotionally  disturbed  handicaps. 
Improvements  in  the  above  program  areas  would  lead  to  more 
effective  results  from  special  education  programs  in  Mon- 
tana. OPI  has  an  overall  supervisory  responsibility  to 
monitor  the  special  education  programs  within  the  state. 
Its  special  education  staff  should  provide  this  type  cf 
review,  plus  the  technical  expertise  to  assist  the  districts 
to  ensure  full  compliance  with  special  education  laws  within 
the  school  districts.  Further,  monitoring  would  provide  OPI 
with  information  regarding  whether  all  handicapped  children 
are  being  served  and  a  basis  for  seeking  a  waiver  from  the 
Department  of  Health,  Education  and  Welfare  to  allow  supple- 
menting state  funds  with  federal  assistance. 
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The  Office  of  Public  Instruction  has  just  recently 
employed  a  staff  member  whose  function  will  be  to  organize 
the  monitoring  activities.  Currently  a  question  exists  as 
to  how  this  is  going  to  be  accomplished.  One  suggestion 
projects  the  use  of  contract  program  reviews. 

RECOMMENDATION 

We    recommend   that  the  Office  of  Public   Instruction  monitor  school 

district  special  education  programs. 
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OF 

MONTANA 

ATTORNEY  GENERAL 

MIKE  GREELY 

slAII   CAPITOL,  HELENA.  MONTANA  59601   fELEPHONI   [406)449-2026 


SCHOOLS  AND  SCHOOL  DISTRICTS  -  Counting  pupil-instruction- 
related  days  in  computing  the  ANB; 
SECTIONS  75-6902  and  75-7405,  R.C.M.  1947; 

HELD:  Pupil-instruction-related  days  may  be  counted  in 
computing  the  ANB  number  pursuant  to  administra- 
tive regulation  interpreting  Section  75-6902, 
R.C.M.  1947. 

21  September,  1978 


Mr.  Morris  L.  Brusett 
Legislative  Auditor 
State  Capitol 
Helena,  Montana  59601 

Dear  Mr.  Brusett: 

You  have  requested  my  opinion  concerning  the  correct  method 
for  computing  the  "average  number  belonging",  or  "ANB",  for 
pupils  attending  public  schools.  The  ANB  is  computed  to 
determine  the  funding  a  school  district  receives  from  the 
school  foundation  program  under  Title  75,  Chapter  69,  R.C.M. 
1947.  You  stated  that  school  districts  are  adding  seven 
"pupil-instruction-related  days"  to  the  number  of  pupil 
instruction  days,  which  increases  the  ANB  of  school  dis- 
tricts, and  thus,  the  funds  paid  by  the  state  to  each  school 
district.  You  have  requested  my  opinion  as  to  whether  these 
"pupil-instruction-related  days"  may  be  counted  in  computing 
the  ANB. 

The  basis  for  calculating  the  ANB  is  provided  by  Sec- 
tion 75-6902,  R.C.M.  1947,  as  amended,  which  states  in 
pertinent  part: 

Definition  and  calculation  of  average  number 
belonging  (ANB) .  The  term  "average  number 
belonging"  or  "ANB"  shall  mean  the  average  number 
of  regularly  enrolled,  full-time  pupils  attending 
the  public  schools  of  a  district.  Average  number 
belonging  shall  be  computed  by  determining  the 
total  of  the  aggregate  days  of  attendance  by 
regularly  enrolled,  full-time  pupils  during  the 
current  school  fiscal  year  plus  the  aggregate  days 
of  absence  by  regularly  enrolled,  full-time  pupils 
during  the  current  school  fiscal  year,  and  by 
dividing  such  total  by  one  hundred  eighty  (180) 
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.  .  .  When  any  pupil  has  been  absent,  with  or  with- 
out excuse,  for  more  than  ten  (10)  consecutive 
days  including  pupil  instruction  related  days,  his 
absence  after  the  tenth  (10th)  day  of  absence 
shall  not  be  included  in  the  aggregate  days  of 
absence  and  his  enrollment  in  the  school  shall  not 
be  considered  in  the  calculation  of  the  average 
number  belonging  until  he  resumes  attendance  at 
school . 

"PIRD"  is  defined  and  explained  by  Section  75-7405,  R.C.M 
1947: 

Pupil-instruction-related  day.  A  pupil-instruc- 
tion-related  day  shall  be  a  day  of  teacher 
activities  devoted  to  improving  the  quality  of 
instruction.  Such  activities  may  include,  but  are 
not  limited  to,  in-service  training,  attending 
state  meetings  of  teacher  organizations,  and 
conducting  parent  conferences.  A  maximum  of  seven 
pupil-instruction-related  days  may  be  approved  by 
the  superintendant  of  public  instruction  in 
accordance  with  the  policy  adopted  by  the  board  of 
education.  Such  days  shall  not  be  included  as  a 
part  of  the  required  minimum  of  one  hundred  eighty 
(180)  days  of  pupil  instruction. 


The  fundamental  rule  of  interpreting  these  statutes  is  that 
the  intention  of  the  legislature  controls,  and  if  that 
intent  can  be  determined  from  the  plain  meaning  of  the 
words,  the  statute  speaks  for  itself,  and  there  is  nothing 
left  to  construe.   Security  Bank  and  Trust  Co.  ,  v.  Connors, 

Mont.  ,   550  P. 2d  1313  (1976).  IrT~tEis  instance, 

Section  75-6902  does  not  mention  PIRDs  for  purposes  of 
determining  the  "aggregate  days  of  absence."  It  does 
mention,  however,  that  PIRDs  are  to  be  included  in  the  ten 
consecutive  days  of  absence  for  which  a  student  is  removed 
from  consideration  for  ANB  computation.  Section  75-7405 
states  that  PIRDs  shall  not  be  included  in  the  minimum  180 
days  for  pupil  instruction,  but  does  not  address  the 
question  whether  they  may  be  added  after  180  days  of  pupil 
instruction  are  provided.  Thus,  the  statutes  are  ambiguous 
as  to  whether  the  legislature  intended  PIRDs  to  be  counted 
in  the  computation  of  ANB. 

Where  a  statute  is  doubtful  or  ambiguous,  practical  adminis- 
trative interpretations  of  that  statute  by  the  executive 
department  charged  with  its  administration  are  entitled  to 
the  highest  respect.  Where  such  interpretation  is  acted  on 
for  a  number  of  years,  it  will  not  be  disturbed  except  for 
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very  cogent  reasons.  Assiniboine  &  Sioux  Tribes  v. 
Nordwick,  378  F.2d  426  (9th  Dir.  T967),  cert,  denied,  389 
U.S.  1046,  88  S.Ct.  764,  19  L.Ed.  838;  Bartels  v.  Miles 
City,  145  Mont.  116,  399  P. 2d  768  (1965).  A  majority  of 
jurisdictions  which  have  considered  the  question  of  school 
attendance,  enrollment,  or  pupil  population  for  purposes  of 
apportionment  of  funds  adhere  to  the  view  that  the  deter- 
mination of  the  issue  by  the  proper  administrative  official 
is  conclusive.  80  A.L.R.2d  955,  Section  3.  The  administra- 
tive interpretation  was  thus  controlling  in  a  situation 
similar  to  this  issue,  where  the  legislature  was  aware  of 
the  application  of  the  administrative  interpretation  over  a 
twelve  year  period,  and  made  no  material  or  substantial 
changes.  Long  v.  Dick,  87  Ariz.  25,  347  P. 2d  581,  80  AlR.2d 
949  (1961). 

It  is  also  a  rule  of  statutory  construction  in  Montana  that 
the  legislature  acts  with  full  knowledge  and  information  as 
to  subject  matter  and  existing  conditions,  including  the 
construction  placed  on  a  law  by  the  executive  officers 
acting  under  it.  Helena  Valley  Irrigation  Dist.  v.  State 
Highway  Commission,  150  Mont.  192,  433  P. 2d  791  (1967). 
Although  legislative  intent  is  generally  indicated  by  the 
legislature's  action  rather  than  failure  to  act,  its  silence 
may  give  rise  to  the  implication  of  its  legislative  purpose. 
Bottomly  v.  Ford,  117  Mont.  160,  157  P. 2d  108  (1945).  Thus, 
the  legislature  is'  deemed  to  have  sanctioned  an  interpreta- 
tion of  an  executive  department  where  it  does  not  change  it 
upon  continued  opportunity  to  do  so.  Miller  Ins.  Agency  V. 
Porter,  93  Mont.  567,  20  P. 2d  643  (1933). 

In  this  instance,  the  Superintendent  of  Public  Instruction 
has  issued  an  administrative  rule  pursuant  to  the  Montana 
Administrative  Procedure  Act,  Title  82,  Chapter  43,  R.C.M. 
1947,  which  directly  addresses  the  issue  of  using  PIRDs  in 
computing  the  ANB.  A.R.M.  48-2 . 38 ( 1 )-S3800  provides: 

POLICY  GOVERNING  PUPIL  INSTRUCTION-RELATED  DAYS 
APPROVED  FOR  FOUNDATION  PROGRAM  CALCULATIONS  (1)  A 
school  which  in  any  year  was  In  session  for  at 
least  180  pupil  instruction  days  may  count  for  the 
following  year's  foundation  program  a  total  of  not 
more  than  seven  days  in  addition  to  the  required 
180  pupil  instruction  days  provided  that  such 
additional  days  were  used  for  one  or  more  of  the 
following  purposes  in  accordance  with  the  regula- 
tions hereby  established: 

(a)  Pre-school  staff  orientation  (not  to 
exceed  two  days):  staff  meeting(s)  held  prior  to 
the  beginning  of  pupil  instruction  for  the  purpose 
of  organization  for  the  school  year. 
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(b)  Staff  in-service  training  programs: 
programs  scheduled  during  the  year  for  the  purpose 
of  improving  instruction. 

(c)  Parent- teacher  conferences:  conferences 
between  teachers  and  parents  for  the  purpose  of 
acquainting  parents  with  the  school  and  the  pro- 
gress of  their  children. 

(d)  Post-school  record  and  report  completion 
(not  to  exceed  one  day):  record  and  report  com- 
pletion at  the  end  of  the  pupil  instruction  year. 
This  day  may  be  divided  so  as  to  provide  1/2  day 
at  the  end  of  each  semester. 

(e)  State  teachers'  association  meetings 
(not  to  exceed  two  days). 

The  history  of  this  administrative  regulation  indicates  that 
the  rule  was  effective  July  1,  1962,  and  has  been  followed 
since  that  date.  The  legislature  has  not  altered  the  inter- 
pretation of  this  rule  either  by  statute  or  legislative 
review.  Under  the  foregoing  analysis,  this  interpretation 
by  the  Superintendant  of  Public  Instruction  has  thus  been 
sanctioned  by  the  legislature.  Further,  if  this  rule  was 
adopted  in  accordance  with  MAPA,  under  expressly  delegated 
authority,  it  has  the  force  of  law  as  a  substantive  rule. 
Section  82-4202(2),  R.C.M.  1947. 

THEREFORE,  IT  IS  MY  OPINION: 

"Pupil-instruction-related  days"  may  be  counted  in 
computing  the  ANB  number  pursuant  to  administrative 
regulation  implementing  Section  75-6902,  R.C.M.  1947. 


Attorney  General  • 


94 


AGENCY  REPLIES 


OFFICE  OK  PUBLIC  INSTRUCTION 

ST ATK  CAPITOL 

IIKLKNA,  MONTANA  5960 1 

(406)  449-3095 


Ccorgia  Rice 

Sii|M'niil<'H(l<'iil 


October    5,    1971 


t 


fl 


Mr.  Morris  L,  Brusett 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 
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Dear  Mr.  Brusett: 

In  accordance  with  our  letter  of  September  22,  1978  we  are  supplying 
you  with  our  comments,  attached,  to  your  Audit  of  Special  Education. 

Again,  we  compliment  you  on  the  thoroughness  of  the  audit  and  the 
procedure  which  you  and  your  staff  used. 


Sincerely, 


GQ0RGI/(/RICE 
iperintendent 


GR:es 


Attachment 


cc:   Chairman  Harold  E.  Gerke 

Legislative  Audit  Committee  and 
Members  of  Audit  Committee 
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RESPONSE  TO  LEGISLATIVE  AUDIT 
STATE  OF  MONTANA 
SPECIAL  EDUCATION 
REPORT  ON  COMPLIANCE  WITH  LAWS 
APPLICABLE  FOR  THIS  STATE 
SEPTEMBER  1978 


Page  2  Correction:   The  official  name  of  the  advisory  group  is  the 

2nd  paragraph      Montana  Special  Education  Advisory  Panel. 

Page  4  Comment:   All  570  Montana  school  districts  have  special 

1st  paragraph      education  services  available  to  them  either  through  direct 
last  sentence      budgeting  (255)  school  districts  in  1977-78  and  257  in  1978-79), 

cooperative  agreements  or  regional  services. 

Page  8  Correction:   Insert  after  "there  be":   a  base  population  of 

2nd  paragraph 
line  8 

and 
line  10  Correction:   Insert  after  "a  standard  of":   a  base  population  of 

Page  9  Comment:   257  school  districts  hold  special  education  budgets 

2nd  paragraph      and  the  remainder  of  the  570  districts  in  Montana  have  available 

special  education  service  either  through  cooperative  agreements 
with  nearby  districts  which  have  special  education  budgets  or 
through  regional  services,  as  provided  for  under  RCM  75-7805(2), 
therefore,  there  are  no  districts  in  the  state  without  available 
service.   A  distinction  should  be  made  with  regard  to  services 
available  to  school  districts  and  the  appropriateness  of  said 
services  as  required  for  a  requested  waiver  from  the  U.  S. 
Commissioner.   For  further  discussion  of  this  point,  please  refer 
to  our  comment  relating  to  page  52. 

Page  11  Comment:   The  Office  of  Public  Instruction  does  not  agree  that 

1st  paragraph      throughout  all  school  districts  excess  paperwork  is  a  problem. 
3rd  sentence 

Page  13  Comment:   Should  read:   consent  for  pre-placement  evaluation... 

line  1 

Page  14  Comment:   This  situation  is  changing  as  demonstrated  by  the  court 

2nd  paragraph  cases  and  impartial  hearings  held  during  the  1977-78  school  year, 
line  8  Requests  by  parents  for  an  impartial  hearing  on  evaluations  and 

placements  of  their  handicapped  children  are  now  being  received 

by  school  boards  across  the  state. 
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Page  14  Comment:   Office  of  Public  Instruction  does  not  agree  that 

2nd  paragraph     repetitive  parental  consent  has  been  designed  to  satisfy  a 
very  small  percentage  of  parents  who  may  wish  to  object  to 
the  program  and  placement  of  their  child.   The  requirement 
of  parental  consent  was  instituted  to  assist  local  schools 
in  attempting  to  actively  involve  parents  in  the  education  of 
their  children  consistent  with  the  intent  and  spirit  of 
P.L.  94-142.   Not  only  should  parents  be  invited  to  participate 
in  planning  the  educational  program  for  their  child  but  they 
should  be  educated  as  to  how  they  can  most  effectively  partici- 
pate.  Also,  it  is  mentioned  that  parents  "seldom  do  not  agree..." 
Ideally  the  parents  would  never  "not  agree,"  the  whole  purpose 
of  actively  involving  the  parents  in  the  process  is  to  reach 
mutually  acceptable  decisions  regarding  diagnosis  and  educational 
plans.   The  purpose  of  involving  parents  is  not  to  create 
adversarial  positions  but  to  foster  cooperative  plans  for  a 
child's  benefit. 

Page  14  Comment:   The  Office  of  Public  Instruction  does  not  agree  that 

3rd  paragraph     parental  consent  be  deleted  except  as  required  by  federal  require- 
ments.  We  prefer  to  follow  the  intent  of  the  law  rather  than 
attempt  to  comply  only  with  the  strict  letter  of  the  lav;. 

Page  15  Comment:   Federal  statute  and  rules  and  regulations  under 

Recommendation    P.  L.  94-142  along  with  Montana  statute  and  Special  Education 

Rules  and  Regulations  require  written  documentation  that  parents 
are  notified  of  and  approve  of  special  education  services 
recommended  for  their  child.   Local  school  districts  should  be 
encouraged  to  review  their  procedures  for  involving  parents  in 
the  planning,  implementation,  and  evaluation  of  special  education 
services  for  their  children.   Although  the  federal  government  does, 
in  fact,  require  parents  to  sign  only  the  evaluation  consent  and 
initial  placement  consent,  the  additional  sign-off s  currently 
required  arise  from  two  sources: 

(1)  Federal  rules  and  regulations  require  parental  notification 
of  individualized  educational  program  annual  review,  etc.   The 
most  effective  way  for  a  school  district  to  document  notification 
and  implied  understanding  and  agreement  is  to  have  the  parents 
sign  the  relevant  document. 

(2)  The  intent  of  much  of  P.L.  94-142  and  attendant  rules  and 
regulations  is  to  ensure  or  almost  compel  extensive  parental 
involvement  in  the  entire  process  of  special  education.   By  requiring 
parental  sign-offs,  school  districts  are  forced  to  actively  involve 
parents  and  parents  thereafter  have  little  cause  to  claim  the  school 
was  acting  without  their  knowledge.   At  this  time,  the  advantages 

of  active  parental  involvement,  including  sign-offs,  far  outweigh 
the  problems  of  increased  paperwork.   In  addition  local  districts 
currently  have  the  authority  to  establish  whatever  local  procedures 
and  keep  whatever  records  that  they  see  fit  in  crder  to  protect 
themselves  from  suit. 
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Page  19 

2nd  paragraph 


Comment:   This  area  of  concern  is  recognized  by  the  Office 
of  Public  Instruction  and  is  being  addressed  through  state- 
wide inservice  training  in  culturally  appropriate  assessment. 
Personnel  receiving  this  training  includes  school  psychologists, 
teachers,  administrators,  and  other  persons  involved  in  the 
education  of  children.   This  recently  initiated  training 
activity  is  being  developed  and  implemented  in  cooperation  with 
the  Montana  Intertribal  Policy  Board,  Subcommittee  on  Education. 
Other  agencies  and  individuals  will  be  invited  to  assist  in  the 
development  of  a  comprehensive  system  which  takes  into  account 
both  school  and  home  variables. 


Page  20 
Recommendation 


Comment:   (1)  The  need  for  complete  records  has  been  well 
emphasized  by  Montana  Special  Education  Rules  and  Regulations 
and  Federal  Rules  and  Regulations.   Continued  emphasis  will 
be  directed  toward  ensuring  complete  records  and  will  be 
specifically  addressed  during  on-site  monitoring  activities. 
(2)   Office  of  Public  Instruction  monitoring  efforts  will  assist 
school  districts  in  complying  with  federal  rules  and  regulations. 
However,  the  Office  of  Public  Instruction  believes  that  inclusion 
of  environmental/cultural  information  is  important  for  proper 
diagnosis  and  educational  planning  for  all  children. 


Page  23 
Recommendation 


Comment:   The  Office  of  Public  Instruction  concurs  with  this 
recommendation  and  has  received  federal  funds  under  the 
Education  of  the  Handicapped  Act  to  provide  this  training. 


Page  26 
Illustration 


Page  28 

1st  paragraph 


Comment:   It  should  be  noted  on  Illustration  2-2  that  the  1977-78 
figures  would  give  $6,400  per  child  and  the  1978-79  figures  should 
give  a  $4,708  per  child  figure.   The  reduction  in  per  child  cost 
shows  an  attempt  to  reduce  costs. 

Comment:   Office  of  Public  Instruction  requests  clarification  of 
the  origin  of  these  figures. 


Page  29 

2nd  paragraph 


Comment:   The  Office  of  Public  Instruction,  by  letter  dated 

August  30,  1978,  informed  the  Yellowstone  Boys  Ranch  that  they 

had  the  responsibility  to  collect  tuition  for  out  of  state  students, 


Page  31 
Recommendation 


Comment:   (3a)   The  State  of  North  Dakota  has  been  approached  by 
the  Office  of  Public  Instruction  and  negotiations  are  underway. 

Comment:   (3b)   The  Bureau  of  Indian  Affairs  and  the  Office  of 
Public  Instruction  have  a  broad  agreement  to  coordinate  services 
which  will  serve  as  a  starting  point  for  recommended  negotiations. 
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Page  31 

Recommendation 
(continued) 


However,  all  reservation  territories  in  the  state  of  Montana 
are  in  school  districts;  therefore,  the  cost  of  educating  the 
special  education  Indian  children  would  accrue  to  their  home 
district.   Thus,  there  would  be  no  basis  on  which  to  ask  for 
federal  funds  for  those  children  placed  outside  of  their 
Indian  reservation's  district.   Why  would  the  Bureau  of  Indian 
Affairs  pay  for  something  that  the  children  are  already  entitled 
to  under  the  state  law? 


Page  36 
Recommendation 


Comment:   The  Office  of  Public  Instruction  is  presently  developing 
an  inventory  system  which  will  allow  identification  of  equipment 
funded  by  special  education  funds,  both  shared  and  not  shared. 


Page  39 
Recommendation 


Page  40 

End  of 

1st  paragraph 


Comment:   The  Office  of  Public  Instruction  will  continue  offering 
budget  workshops  for  school  district  business  and  administrative 
personnel. 

Comment:   Office  of  Public  Instruction  became  aware  of  the  50% 
problem  in  relationship  to  ANB  after  discussing  it  with  several 
local  districts.   It  is  presently  being  addressed. 


Page  41 

2nd  paragraph 

Page  51 
Illustration 


Comment:   Please  note  the  Attorney  General's  opinion  requested 
by  the  Legislative  Auditor. 

Comment:   The  Office  of  Public  Instruction  submits  the 
following  illustration  which  does  not  include  an  inflation 
factor: 


Year 

FY76 
FY77 
FY78 
FY79 
FY80 
FY81 
FY82 

ft  ft  ft 
ft  ft  ft  ft 


Child  Count 

5,994 

10,490 

9,954 

ft  ft  ft 
ftftft 
ftftft 
ftftft 


Entitlements 

$   385,484 
$   735,282 
$   735,282 
$1,586,667  **** 
$3,173,335  **** 
$4,760,002  **** 
$6,356,670  **** 


Figures  not  yet  available. 

These  are  estimates  computed  with  1977-78  child 
counts  (9,954)  and  the  $1,594  figure  for  the 
(NAPPE)  national  average  per  pupil  expenditure 
times  the  appropriate  percentum.   Actual  appro- 
priations, of  course,  are  contingent  upon  con- 
gressional approval.   Additionally,  child  count 
figures  will  undoubtedly  change  in  future  years, 


Page  51 

1st  paragraph 

line  1 


When  this  audit  began  there  were  only  estimated  figures  available, 
This  figure  was  estimated  at  $720,000.   When  the  actual  grant 
came  in  it  was  $735*282. 
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Page  52  Comment:   Pursuant  to  the  requirements  of  Section  121a  589 

1st  paragraph      of  the  federal  rules  and  regulations  (Federal  Register, 

August  23,  1977),  the  Office  of  Public  Instruction  finds  it 
inappropriate  to  submit  an  application  for  waiver  to  the  U.  S. 
Commissioner  of  Education.   Clearly,  the  production  of  documented 
evidence  via  a  special  study  as  required  in  the  regulations  would 
not  be  feasible  or  possible  at  present.   Also,  additional 
federal  requirements  would  render  our  application  inappropriate 
since  the  Montana  child  count  is  significantly  below  the  national 
average  and  a  comprehensive  system  for  locating,  identifying,  and 
evaluating  handicapped  children  in  Montana  is  not  available. 

Additionally,  the  act  of  applying  for  a  waiver,  would  require  the 
Office  of  Public  Instruction  to  guarantee  that  full  appropriate 
special  education  services  are  being  provided  to  all  handicapped 
children  in  Montana.   This  guarantee  would  result  in  a  potential 
increase  in  litigation  directed  at  the  Office  of  Public  Instruction 
in  any  situation  where  it  is  alleged  that  full  appropriate  services 
are  not  being  provided.   For  these  reasons,  then,  the  Office  of 
Public  Instruction  does  not  feel  it  appropriate  to  apply  for  a 
waiver. 

Page  54  Comment:   The  Office  of  Public  Instruction  states  that  the 

Illustration       first  four  years'  figures  for  state  distributions  are  estimates 

and  that  the  correct  figure  for  1977-78  Approved  Budget  is 
$24,329,659.   The  difference  in  figures  is  due  to  arithmetic 
error. 

Page  58  Comment:   This  is  a  statewide  permissive  deficiency  levy  as 

opposed  to  the  statewide  foundation  program  deficiency  levy. 

Page  60  Comment:   Student  body  activities  was  omitted  from  the  list  of 

Indirect  Costs     allowable  indirect  costs. 

Page  64  Comment:   The  discussion  draft  audit  used  the  phrase  "may  not  use" 

1st  paragraph      which  the  Office  of  Public  Instruction  believes  is  more  correct. 
line  14 

Page  65  Comment:   School  districts  submit  special  education  budgets  in 

3rd  paragraph      the  spring  for  the  Office  of  Public  Instruction  review  and  FTE 

authority  for  programs  to  begin  in  the  fall.   The  1977  legislative 
mandate  to  provide  special  education  services  to  all  handicapped 
children  between  the  ages  of  six  and  eighteen  carried  with  it  the 
requirement  that  a  comprehensive  evaluation  and  an  Individualized 
Education  Program  be  written  for  each  handicapped  child  before 
services  are  provided  by  school  personnel.   The  beginning  of 
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Page  65  school  in  the  fall  of  1977,  found  many  school  districts  still 

3rd  paragraph      in  the  process  of  carrying  out  evaluations  and  developing 

(continued)       Individualized  Education  Programs  for  handicapped  children  who 
were  informally  identified  the  previous  spring.   This  problem 
was  anticipated  by  the  Office  of  Public  Instruction  upon 
passage  of  House  Bill  816  and  steps  were  taken  to  assist  local 
school  districts  in  meeting  the  need  for  assessing  the  educational 
needs  of  local  children  (48-2 . 18(2)-S1840) .   Even  with  summer 
assessment  programs  carried  out  in  districts  which  could  hire  the 
qualified  staff,  many  districts  started  the  1977-78  school  year 
with  teachers  on  contract  and  in  classrooms,  but  with  "handicapped" 
students  still  going  through  the  process  before  they  could 
formally  be  considered  eligible  for  special  education  services. 
The  issue  of  class  size  and  teacher  workload  in  special  education 
programs  has  been  addressed  during  the  1978-79  budget  approval 
process  and  with  extensive  evaluations  and  Individualized  Education 
Programs  implemented  during  the  1977-78  school  year.   Teacher 
workloads  should  be  at  the  approved  levels  beginning  with  the 
1978-79  school  year. 

Page  66  Comment:   However,  neither  state  nor  federal  law  require  that 

2nd  paragraph      students  be  clinically  diagnosed. 
line  10 

Page  69  Positions  were  not  approved  unless  handicapped  children  were 

2nd  paragraph      identified  for  the  current  year.   The  Of fie  of  Public  Instruction 

relies  on  child  count  to  identify  actual  workloads.   The  monitoring 
process  that  is  being  started  should  verify  the  child  count  reports. 

Page  70  Comment:   Since  the  Office  of  Public  Instruction  is  mandated  to 

1st  paragraph  ensure  the  delivery  of  appropriate  special  educational  services, 

line  18  it  is  the  Office  of  Public  Instruction's  responsibility  to 

and  encourage  districts  to  add  programs  if  unmet  needs  are  determined. 

last  line  Correction:   Correct  figure  is  $24,329,659. 

Page  78  Comment:   The  Office  of  Public  Instruction's  new  system  develops 

2nd  paragraph      a  cost  by  service  delivered  on  an  hourly  per  child  basis  which 
1st  sentence       can  be  translated  to  a  handicapping  condition  cost  figure, 

However,  there  is  a  question  as  to  the  appropriateness  of  this 
method  of  cost  reporting.   Being  emotionally  disturbed  does 
not  cost,  it  is  what  is  done  about  it  that  costs  money. 
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Page  79 
Recommendation 


Comment:   (1)   The  weighted  system  proposed  on  this  page  has 
some  severe  problems  when  placing  it  in  Montana.   First,  it 
operates  on  an  average  which  penalizes  those  districts,  whose 
local  educational  costs  are  higher  than  average.   Second,  it 
allows  additional  funds  to  those  districts  whose  educational 
costs  are  below  average.   These  two  points  may  encourage 
districts  to  cut  corners  and  thus  provide  less  than  appropriate 
service  to  get  down  to  the  average  cost.   Over  several  years 
this  would  drive  the  average  down  to  the  point  where  few  could 
afford  to  operate  special  programs.   Third,  the  larger  districts 
in  the  state  could  survive  with  this  system,  but  we  doubt  the 
smaller  districts  would  be  able  to  provide  appropriate  services 
at  all.   For  example:   if  the  weighting  gives  1.25  for  learning 
disabled  on  a  scale  of  1  for  normal  children,  a  small  district  with 
2  learning  disabled  students  would  receive  a  weighting  of  2.50  for 
the  students.   If  it  costs  $1,000  per  normal  child  this  district 
would  then  receive  $2,000  for  the  normal  education  and  $250  for 
the  learning  disabled.   $250  will  not  even  begin  to  cover  the 
costs  of  a  learning  disabled  program  for  those  two  students. 


Comment:   (2)   Even  though  this  is  a  consideration  and  worthy 
of  further  study,  some  of  the  results  of  a  percentage  of  funding 
by  the  local  district  could  cause  problems  with  equalization. 
Different  districts  generate  different  taxable  values  per  child. 
Local  district  funding  may  force  higher  tax  rates  on  poorer 
districts.   This  would  lead  to  more  reliance  on  the  voted  levy. 
If  the  people  voted  the  levy  down  the  districts  would  be  forced, 
because  of  the  mandates  in  special  education,  to  drain  general 
education  funds  to  cover  the  special  education  costs. 


Page  83 

2nd  paragraph 


Comment:   During  budget  analysis  for  the  1978-79  school  year, 
the  Office  of  Public  Instruction  initiated  a  requirement  for 
districts  to  complete  a  learning  disabilities  checklist  before 
approving  that  portion  of  the  budget  request. 


Page  86 
Recommendation 


Comment:   As  the  definitions  are  written  into  law  and  rules  and 
regulations,  it  will  also  take  legislative  change  as  well  as 
action  by  the  Office  of  Public  Instruction  to  improve  these 
definitions.   Currently,  lack  of  agreement  among  school  districts 
does  exist  as  to  the  criteria  for  determining  eligibility  for 
these  two  classifications.   This  results  primarily  from  the 
lack  of  specificity  of  the  definitions  currently  provided  in 
the  Montana  (and  Federal)  Rules  and  Regulations.   A  clarifi- 
cation of  these  definitions  is  needed  and  school  districts 
should  work  cooperatively  to  ensure  a  more  uniform  interpreta- 
tion and  implementation  of  placement  criteria  for  emotionally 
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Page  36 

Recommendation 
(continued) 


disturbed  and  learning  disabled  students.   Granted  that  although 
the  lack  of  placement  control  and  imprecise  definitions  appear 
to  invite  misuse,  there  is  not  hard  evidence  that  such  misuse 
is  at  all  widespread.   According  to  national  and  available 
state  prevalence  figures  the  number  of  emotionally  disturbed 
children  identified  in  Montana  is  a  significant  underestimate, 
while  the  number  of  learning  disabled  children  is  within  the 
range  of  those  reported. 


Page  90 
Recommendat  ion 


Comment:   The  Office  of  Public  Instruction  concurs  that  on-site 
monitoring  of  local  special  education  programs  is  essential  to 
ensure  effective  implementation  of  special  education  services. 
Plans  to  initiate  limited  monitoring  activities  have  been  developed 
and  will  be  implemented  this  current  year  with  the  use  of  federal 
funds.   However,  in  order  to  fully  maximize  the  potential  benefits 
from  such  activities  a  significant  increase  in  staff  and  related 
expenses  will  be  necessary. 

A  compr ehens ive  monitor  system  should  be  capable  of  meeting  the 
following  minimum  needs: 

(a)  Determine  compliance  with  state  and  federal  law  and 
attendant  rules  and  regulations. 

(b)  Provide  technical  assistance  and  consultatives  to 
assist  local  special  education  personnel  in  identification, 
evaluation,  record  keeping,  child  study  team  procedures, 
staffing  patterns,  interpretation  of  definitions  and  any 
other  needs  expressed. 

(c)  Verify  and  assist  in  obtaining  a  full  and  accurate 
child  count. 


On-site  monitoring  of  approximately  one-third  of  all  local 
special  education  programs  (approximately  88  programs)  will 
necessitate  a  core  team  of  approximately  6  professional  staff 
and  3  support  staff.   At  present  the  Special  Education  Unit 
has  1  professional  staff  person  assigned  this  responsibility 
supported  by  .5  time  secretary.   Thus,  the  fiscal  impact  of 
full  monitoring  would  be  approximately  as  is  detailed  below: 

Approximate  additional  funds  needed  to  conduct  comprehensive 


statewide  monitoring: 

5.0   FTE  Professional  Staff  @  $18,000 

Fringe  Benefits  (14%) 
2.5  FTE  Support  Staff  @  $7,500 

Fringe  Benefits 
Travel  and  Per  Diem 

Total  Additional  Administrative 

Funds  Needed 


Totals 

$90,000 

12,600 

37,500 

5,250 

80,000 


$225,350 
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MONTANA  DEPARTMENT  OF  COMMUNITY  AFFAIRS 


Capitol  Station,  Helena,  Montana  59607 


/  Thomas  L.  judge 
Governor 


September  25,  1978 


Mr.  Morris  L.  Brusett 
Legislative  Auditor 
State  Capitol  Building 
Helena,  MT   59601 

Dear  Mr.  Brusett: 

We  have  reviewed  excerpts  from  your  draft  report  on  special  education, 
and  the  following  represents  our  response  to  your  recommendations  as 
they  relate  to  the  Department  of  Community  Affairs. 

.  Separate  Accounting  for  Special  Education 

Recommendation 

We  recommend  that  the  Department  of  Community  Affairs  encourage  all 
school  districts  to  establish  separate  accounting  for  special  educa- 
tion funds  and  report  noncompliance  in  the  school  district  audit 
report . 

Response 

We  concur  in  the  recommendation  and  in  the  conduct  of  our  audits 
we  will  encourage  all  school  districts  to  establish  separate 
accounting  for  special  education  funds.      We  will  also  report  any 
noncompliance  in  our  school  district  audit  reports.      Through 
steps  in  our  up-dated  school  district  audit  manuals3   we  have  also 
advised  independent  auditors _,  under  contract  to  us,   of  the  need 
to  establish  separate  accounting  for  special  education  funds. 
We  would  point  out  that  Section   75-7813.1    (3)3    requires   that   "An 
annual  accounting  of  all  expenditures  of  school  district  general 
fund  monies  for  special  education  shall  be  made  by   the  district 
trustees  on  forms  furnished  by   the  Superintendent  of  Vublic  Instru- 
ction.     The  Superintendent  of  Public  Instruction  shall  make  rules 
for  such  accounting .  "     (Emphasis  Supplied) 


Erroneous  Calculation  of  Average  Number  Belonging 

Recommendation 

We  recommend  that  the  Department  of  Community  Affairs  require  reten- 
tion of  attendance  records  in  a  fashion  that  will  permit  an  audit 
of  the  ANB  calculation,  and  audit  the  ANB  calculations  on  a  test 
basis  for  each  school  district. 

Response 

We  concur  in  the  recommendation  and  commencing  with  our  school 

irict  audits  for   the    1977-78  fiscal  year,   we  will  request 
that  district  officials  retain  attendance  records  in  a  fashion 
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Harold  A    Fryslie,  Director         406/449-3494 


Mr.  Morris  L.  Brusett 
Legislative  Auditor 
September  25,  1978 
Page  2 


Erroneous  Calculation  of  Average  Number  Belonging  -  cont. 

Response  -  oont. 

which  will  permit  an  audit  of  ANB  calculations.      Commencing  with  the 
1978-79  fiscal  year  school  district  audits,   we  will  audit  ANB  calcula- 
tions on  a  test  basis  for  each  school  district.      Through  references 
in  our  up-dated  school  district  audit  manuals 3   we  have  also  advised 
independent  auditors,   under  contract  to  us}    to  make  school  district 
officials  aware  of  the  need  to  retain  such  records  which  will  permit 
an  audit  of  the  ANB  calculations. 

Very  truly  yours, 


<l 


IAROLD  A.  FRYSLIE      / 
Director  / 

Department  of  Community  Affairs 


HAF/mk 
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